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For Your Fall Classes 


ADVERTISING MANAGEMENT 
TEXT AND CASES 


Revised Edition 


By NEIL H. BORDEN and MARTIN V. MARSHALL, both of the Graduate School of 
Business Administration, Harvard University 


Students are provided with the opportunity to develop Constructive imagination 
and realistic understanding of advertising management in this new Revised Edition 
ivailable for fall classes. Through declaratory and case material, this popular volume 
gives students the chance to study advertising 1) by the problem or case method, 
which allows discussion of situations involving advertising which have confronted 
businessmen, and 2) from the viewpoint of top management. 

Almost all of the cases in this revision are new and were selected to give a wide va 
riety of industry and company problem situations. Several cases are developed in 
a series to allow discussion of advertising strategy, copy, media, and evaluation 
methods in the light of a total situation. 
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PRINCIPLES AND METHODS 


Fifth Edition 


By DELBERT J. DUNCAN, University of California, and CHARLES F. PHILLIPS, Bates 
College 


Four factors frequently minimized in retailing texts are emphasized in this book: 1) 
the opportunities that exist in the field of advertising for trained young men and 
women are described; 2) small and medium-sized stores are brought into prope 
perspective; 3) the fact that the present-day retailer needs to Know much more than 
just how to “operate” his store is indicated clearly; and 4) the nature and implica 
tions of the present so-called “retail revolution” are presented. 

This new Fifth Edition includes a new chapter, “Epilogue: Ferment in Retailing.” 
which summarizes and evaluates briefly some of the major current trends in retail 
ing. The book also incorporates other new developments in retailing as well as 
numerous refinements and improvements in the light of classroom experience. 
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By WILLIAM J. STANTON and RICHARD H. BUSKIRK, both of the University of 
Colorado 

All of the activities in which the executive in charge of the sales force is likely to 
participate are included in this outstanding new book. Thorough treatment is given 
to the activities involved in managing salesmen, such as sales planning and analysis, 
market analysis, sales forecasting, budgeting, and evaluation of performance. 

Several chapters treat topics not frequently found in other texts on the subject. 
These topics include career opportunities in sales management, stating the sales 
force, indoctrination of the new man on the job and his assimilation into the com 
pany, and several aspects of the social responsibilities of the sales executive. 
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when it’s one for the road, 


THE CHASER COUNTS 


The investment you make in a new product, or propose 
to make in a new merchandising or advertising strat- 
egy, can quickly slip past the million-dollar mark. So 
it’s common sense to insure your investment by prob- 
ing the road ahead, searching out the pitfalls, and con- 
firming your opportunities. 


Since 1946, SRI has audited more than 1,500 test-city 
campaigns. Object: data for market research directors 
to present to top management, on top management’s 
own level. Validated data, on sales. On inventory, 
stock-turn, share of market. On advertising effective- 
ness, impact of a premium, coupon, deal—any element 
in the marketing mix. ¢ 


SRI national store audit provides the data. Validation 
gives it the stamp of authority—the acid test, in any 
test campaign. Validation in the field—in your choice 
of 240 markets. Or any other you require! 


Validation is an SRI headquarters executive, visitin 

unannounced, working side by side with a local SR 

auditor—shifting cases in the back room, or tallying 
stock, shelf by shelf. Validation is an SRI regional su- 
pervisor, confirming audit calls and procedures. Vali- 
dation is purposefulness and old-fashioned conscien- 
tiousness, a faith, a restless passion. 


Research directors of 242 leading marketers and ad- 
vertising agencies know the accuracy of SRI store 
audit data, respect it, rely on it. Eighty-five percent of 
our work is for companies we have served before. 


You can have all the store audit data you need, pay 
less than you’d guess, yet receive yoyr data on the 
fastest schedule known. SRI starts your tailor made 
store audit within seven days of receipt of order, de- 
livers your validated report within ten days of comple- 
tion of field work. 


Put your mind at ease. Today, get the vital facts on 
SRI tailor made store audit service, and Sell-O-Rator® 
National Food and Drug Indexes. Selling Research, 
Inc., ©2 Liberty Street, New York 6, N. Y. 


NATIONAL 


Selling Research, Inc. | sto"= 


AUDITS 


YOUR FASTEST REPORTS ON MERCHANDISE MOVEMENT COME FROM SELLING RESEARCH: Appliance * Automotive 
Confectionery * Department * Drug * Grocery * Hardware * Jewelry * Liquor * Soft Goods * Stationery * Variety 
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CONSUMER 
RESEARCH 


Expanding program of Consumer Research and promotions within the 
organization make possible the following outstanding career opportuni- 
ties in the Marketing Research Department of a leading New England 
manufacturer of packaged consumer goods: 


MANAGER, 
CONSUMER RESEARCH DIVISION 


Should be thoroughly experienced in all phases of Consumer Research 
including analysis and report writing. Should be capable of critically 
reviewing job proposals, test designs, questionnaires, analyses and 
written reports. He should be capable of immediately assuming com- 
plete managerial responsibilities within this division. 


ASSISTANT MANAGER, 
CONSUMER RESEARCH DIVISION 


The requirements for this man are similar, but fall somewhat short 
of the position mentioned above. 

He should have extensive experience as a consumer research analyst. 
He should have the leadership qualities necessary to undertake im- 
mediately, administrative and supervisory functions, and have the 
potential to take on the position of manager within a short period of 
time, if need be. 


SENIOR 
CONSUMER RESEARCH ANALYST 


This is an opportunity for a man with several years experience in con- 
sumer research who is looking for the opportunity to take on more 
challenging assignments and responsibilities. Should have developed 
analytical skills and experience in report writing for top-management. 


We are particularly interested in men who can assimilate new tech- 
niques and procedures quickly. Stimulating professional atmosphere in 
expanding research activity. 

Send resume in confidence, including salary requirements to: 


Box 436 
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rates and death rates 


pointed out. 


Markets are people with purchasing 
power. And to appraise and to prepare 
for tomorrow’s markets, it is necessary 
to foresee tomorrow’s population and 
tomorrow's income. 


NATIONAL POPULATION 
yee population of the United States 
is one of the two key elements which 
make up the American market. The 
1950 Census reported a total population 
of about 151 million people. 

The U.S. population doubled five 
times between 1790 and 1950. The first 
three doublings each took place in 
twenty-five years, the fourth doubling 
in the thirty-five years from 1865 to 
1900, and the fifth doubling in the half 
century from 1900 to 1950. 

Two basic trends are discernible: first, 
very rapid growth; second, a declining 


@ About the Author. Philip M. Hauser is Professor and 
Chairman of the Department of Sociology, and Director 
of the Population Center, of the University of Chicago. 
He serves also as consultant to National Analysts, Inc. 
(Philadelphia). He was formerly Acting Director of the 
U.S. Bureau of the Census; Assistant to the Secretary 
of Commerce; and U.S. Representative on the Popula- 
tion Commission of the United Nations. 

He is Past President of the Population Association 
of America, Past Vice-President of the American So- 
ciological Society, Past Vice-President and Fellow of 
the American Statistical Association, and a member of 
the International Statistical Institute. 

Dr. Hauser is co-editor with W. R. Leonard of Gov- 
ernment Statistics for Business Use (Wiley & Sons, 
1956). His most recent books are Urbanization in Asia 
and the Far East (UNESCO, 1958); Population and 
World Politics (Free Press, 1958); and The Study of 
Population, with O. D. Duncan (University of Chicago 
Press, 1959). 
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Here is a look into the future that no marketing man can neglect. 
The author, one of the foremost population experts of the world, 
presents the trends in national population . . . households . . . income 
- + « metropolitan population . . 
. labor force . . 
The information given is essential in the planning of any major mar- 
keting program. And the implications for the businessman are clearly 


- metropolitan structure . 


. birth 
. and ethnic composition. 


rate of growth, as indicated by the in- 
creased period for doubling. 

Before World War II, it was generally 
accepted that the maximum population 
of the United States would be about 165 
million persons—a figure that would be 
reached by the end of the century. Fur- 
thermore, it was believed that the popu- 
lation would decline from such a max- 
imum after the turn of the century. As 
a result of postwar marriages and the 
baby boom, however, we passed the 165 
million mark by 1955, and are a nation 
of over 175 million people today. 

The Bureau of the Census projections 
of national population growth indicate 
a total population of 216 to 244 million 
persons by 1975. (See Figure 1.) These 
figures mean that, in the twenty-five 
years between 1950 and 1975, the United 
States stands to increase by from 65 to 
95 million persons. This at the lower 
limit is greater than the present entire 
population of the United Kingdom and 
Canada combined; and at the upper 
limit is greater than the present entire 
population of Japan. 


HOUSEHOLDS 

For many marketing purposes, interest 
attaches to the number of households as 
the basic consumer unit, rather than the 
number of persons. Certainly the house- 
hold remains the primary buying unit 
for many commodities. 

But the rate of growth of households 
does not necessarily parallel that of total 
population; and the number of U.S. 
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Ficure 1. Total population of the United States: 1900-1975 


households has grown more rapidly than 
total U.S. population. In the first half 
of this century, for example, while the 
population doubled, the number of 
households almost tripled. In the decade 
since the close of the war we experienced 
an increase of 11 million household 
units, more than twice as many as ever 
previously added in a single decade. 

Yet, despite the rapid growth of house- 
holds after World War II and the con- 
tinued rapid rate of total population 
growth, the rate of new-household for- 
mation is declining and is likely to con- 
tinue to decline until about 1965. Be- 
tween 1947 and 1950, annual increase in 
the number of households averaged 1.5 
million. Between 1950 and 1955, how- 
ever, it dropped to an average of 833 
thousand. 

The lower average increase in number 
of households is largely the result of 
decreases in the number of persons reach- 
ing marriageable age, reflecting the low 
‘birth rate of the depression gos. The Bu- 
reau of the Census has projected further 


decline in the average annual increase in 
households to a possible low annual av- 
erage of 643 thousand between 1960 and 
1965. 

As children born during the postwar 
baby boom reach marriageable age, the 
average annual increase in number of 
households may increase to at least 850 
thousand between 1965 and 1970, and to 
about a million between 1970 and 1975. 
By 1975, the number of marriages may 
again reach a level of over 2 million, as 
in 1946, and net increase in households, 
a level of over a million. 

Between 1950 and 1975, the number 
of households in the United States is 
likely to increase by from 20 to 25 mil- 
lion to a total of from 64 to 69 million. 
Marketing aimed primarily at house- 
holds rather than persons, however, must 
take into account the cycle in the rate of 
household formation described. 

The difference between the rate of 
growth of households and of total popu- 
lation is, of course, accounted for by the 
decrease in the size of households. As a 
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THE CHALLENGE OF TOMORROW'S MARKETS 


result of the shift from the large-family 
to the small-family system—the process 
by which parents and in-laws have been 
separated in residence from the nuclear 
family—and the long-time decrease in the 
birth rate, the number of persons per 
household has gone down in every Cen- 
sus report since 1790. 

At the first Census, there were some 
5-8 persons per household; by 1950, 
there were only 3.5 persons per house- 
hold. As a result of the postwar boom in 
the birth rate, this trend toward smaller 
number of persons per household may 
be reversed in future censuses. It is also 
possible, however, that households will 
continue to decrease in size, because the 
rate of “‘undoubling” (the shift from the 
Jarge-family system to the nuclear family) 
may offset the increased number of chil- 
dren per family. In any case, between 
now and 1975, changes in number of per- 
sons per household are not likely to be 


very great or to have special marketing 
significance. 


INCOME 

The Gross National Product of the 
United States—the total value of goods 
and services produced has been between 
1880 and 1955, in constant dollars, al- 
most doubled every twenty years, and 
has increased twelve times. In the same 
seventy-five years, population increased 
about three times. National product per 
person, in constant dollars, therefore, has 
increased about four times. 

Taxes have also greatly increased since 
1880. Disposable income per person, 
however, has nevertheless just about tri- 
pled, increased from $530 to $1,510 in 
1956 (expressed in 1956 prices). Family 
disposable income has increased from 
$2,200 to $5,300; and the larger amount 
is available for a smaller number of per- 
sons per family. 

These figures a-e based on an analysis 
by the Committee on Economic Devel- 
opment. Assuming the continuation of 
the g per cent increase in real Gross Na- 


3 
tional Product per year, the CED pro-~ 
jects a Gross National Product of $725 
billion in 1975 (at 1956 prices). Such a’ 
Gross National Product would provide 
the average U.S. family with a disposable 
income of $7,100, as compared with a 
disposable income of $5,300 in 1956. 

McGraw-Hill’s Department of Eco- 
nomics has also projected Gross National 
Product to 1975. In 1957, U.S. GNP to- 
taled $434 billion. It was produced by 
a labor force of 65 million persons work- 
ing an average of 39 hours per week (for 
52 weeks), with an output of $3.29 per 
man hour. The McGraw-Hill projection 
indicates a GNP of $835, billion by 1975 
(in 1957 dollars). This amount of goods 
and services would be produced by a la- 
bor force of 88 million workers, working 
a 3514 hour week, with an output aver- 
aging $5.14 per man hour. 

According to the McGraw-Hill projec- 
tions, consumer expenditures would, be- 
tween 1957 and 1975, increase from a 
level of $295 billion to $585 billion. In- 
come per person after taxes would in- 
crease from $1,760 (in 1957) to $2,497. 

Thus, continuation of past trends indi- 
cates by 1975, whether the CED or Mc- 
Graw-Hill projections are used, a dou- 
bling of Gross National Product and of 
aggregate consumer expenditures, and 
an increase of about two-fifths in average 
personal income after taxes. 


METROPOLITAN POPULATION GROWTH 

The increasing concentration of the 
population of the United States in a rela- 
tively small number of Standard Metro- 
politan Areas has the greatest marketing 
significance. So does the trend toward 
increasing decentralization of population 
within Standard Metropolitan Areas. 

At the beginning of the century, about 
one-third of the people in this: nation 
lived in areas which today would qualify 
as Standard Metroplitan Areas. Between 
1900 and 1950, while the population of 
the country as a whole doubled, that in 
the Standard Metropolitan Areas almost 
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tripled; and the non-metropolitan area 
population increased by less than 50 per 
cent. In consequence, by 1950, over 85 
million people (57 per cent of the popu- 
lation) lived in some 168 Standard Met- 
ropolitan Areas. 

The trend toward concentration of 
population in Standard Metropolitan 
Areas is an accelerating one. For exam- 
ple, in the half century between 1900 
and 1950, the Standard Metropolitan 
Areas absorbed 73 per cent of the total 
population increase of the nation. 

In the last decade of this period, that 
is, between 1940 and 1950, they absorbed 
81 per cent of the total population in- 
crease. In the first half of the present 
decade (that is, between 1950 and 1955) 
Standard Metropolitan Areas have ab- 
sorbed over 97 per cent of the total pop- 
ulation increase of the United States! 

Also, population within each area has 
become increasingly decentralized. That 
is, within each Standard Metropolitan 
Area, there has been a tendency for 
larger and larger proportions of the pop- 
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ulation to be resident in the “rings” or 
suburban part, rather than in the central 
city of the area. In 1920, for example, 
less than 35 per cent of the population of 
the Standard Metropolitan Areas were 
resident in the rings; by 1950, this per- 
centage had increased to 42 per cent; 
and by 1956, it was close to 47 per cent. 

From 1900 to 1950, the rings, in rela- 
tion to the central cities, grew at a rate 
of about 1-1/3 to 1; between 1940 and 
1950, at a ratio of about 21/4 to 1; and, in 
the first half of the present decade (1950- 
1955), at a ratio of 7 to 1, 28 per cent, as 
compared with 4 per cent. 

If these trends continue, then by 1975 
about two-thirds of the market of the 
United States, as measured by popula- 
tion, will be resident in approximately 
200 Standard Metropolitan Areas. It is 
possible that by 1975 these metropolitan 
areas will have a population of over 150 
million inhabitants—as many as in the 
entire nation in 1950. (See Figure 2.) 

This would represent an increase of 
some 65, million persons in metropolitan 
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Ficure 2. Population in standard metropolitan areas: 1900-1975 
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areas in twenty-five years. If this increase 
were distributed in the same manner as 
the population increase between 1950 
and 1956, then, of the 65 million persons 
added to metropolitan area populations, 
12 million would be added to central 
cities and 53 million to the suburban 
rings. Of the 53 million added to subur- 
bia, 32 million would be resident in 
what is now largely unincorporated open 
country area in suburbia. 

In 1950, of the 85 million inhabitants 
of Standard Metropolitan Areas, 49 mil- 
lion, or 58 per cent, lived in central cit- 
ies. By 1975, of the 150 million persons 
in Standard Metropolitan Areas, 62 mil- 
lion would be resident in the central 
cities; and 88 million, or about 60 per 
cent, would be living in suburbia. 


METROPOLITAN AREA STRUCTURE 
Accompanying the population changes 
are important structural changes in met- 
ropolitan areas which will vitally affect 
distribution practices. Our urban and 
metropolitan areas have developed from 
one or more centers of origin represent- 
ing their original economic base. As both 
the economic base and population grew, 
residential areas expanded from the 
original center or centers of origin. The 
newer and more desirable residential 
areas tended always to be located toward 
the periphery of the expanding urban 
aggregation. The older and less desirable 
residential areas tended to be closest to 
the center of origin of the city. 

As a result, the population of our met- 
ropolitan areas tended to be stratified in 
space in accordance with social and eco- 
nomic status. The lower socio-economic 
population groups tended to be domi- 
ciled in the older, inner, and decayed 
zones of our metropolitan areas. The 
higher socio-economic groupings tended 
to be located in the outlying and periph- 
eral zones of the area. In consequence, 
our urban areas have grown through a 
continuous process in which newcomers 
to the city, at the bottom of the socio- 


economic ladder, have tended to be lo- 
cated in its inner zones; whereas, older 
residents, climbing the socio-economic 
ladder, have tended to move from inner 
to outer zones in keeping with their im- 
proved ability to compete for the more 
desirable residential locations. 

This process of urban growth has 
been, then, one of continuous displace- 
ment of older residents by newcomers 
entering the center of the city. The pres- 
ent tendency toward “suburbanization” 
is merely a continuation of this process. 
Rings or suburbs are now growing more 
rapidly than central cities for the simple 
reason that our central cities are mostly 
filled up, both with population and eco- 
nomic enterprises. 

An additional trend with respect to 
the physical structure of our urban areas 
should also be noted. This is the very 
rapid growth, and paralleling it the very 
rapid decay and obsolescence, of the in- 
ner zones of our urban areas. Our cities 
grew not structure by structure but by 
subdivision, neighborhood, and commu- 
nity. And our cities have also decayed, 
not structure by structure, but by neigh- 
borhood and community. 

While the inner decayed zones of our 
central cities are being rebuilt, outlying 
suburbia is subject to the rapid growth 
experienced by our central cities during 
the nineteenth century. It is possible that 
the slums of the future will be located in 
the suburban rather than the central-city 
portions of our Standard Metropolitan 
Areas. 

The previously observed patterns of 
population stratification, described above, 
are likely to break down in the next 
stage of metropolitan area development. 
It is almost certain that the future me- 
tropolis will be much more heterogene- 
ous in structure than that of the past or 
present. That is, the future metropolis 
will probably contain both “good” and 
“bad” areas in suburbia as well as in the 
central cities. This will mean that vari- 
ous agencies and institutions, including 


4 


4 


6 JOURNAL OF MARKETING 


business, will have to deal with much 
more heterogeneous population group- 
ings than is now the case. 

Finally, there is an increasing tendency 
for a number of our Standard Metropol- 
itan Areas to merge into linear bands 
along our great lanes of communication. 
One such emergent “megalopolis,” the 
greatest, is that which stretches from 
Boston to Washington, D. C., on the East 
Coast. Another is that in the Midwest, 
from Milwaukee to Chicago to South 
Bend. 

On the West Coast an emergent mega- 
lopolis reaches from San Francisco and 
Sacramento to Los Angeles and San 
Diego. In the Gulf Area, there is evi- 
dence of the merger of Standard Metro- 
politan Areas from Galveston to Dallas 
and Fort Worth and down to San An- 
tonio. Other such potential metropolitan 
mergers may be anticipated, and by 1975 
the gaps in the ones mentioned may be 
expected to fill in considerably. 


OTHER CHARACTERISTICS 
Birth Rates and Death Rates 

Great changes may also be anticipated 
in the age structure of the population. 
This is due to rapid changes in the birth 
rate, and continued decline in the death 
rate. Between 1950 and 1975, for exam- 
ple, depending on the course of the birth 
rate, youngsters of elementary school age, 
from 5 to 14 years, may increase from 51 
to 113 per cent; and youngsters of high- 
school age, 15 to 19 years, by from g1 to 
108 per cent. 

Simultaneously, the population will 
continue to age. Our senior citizens, 65 
years of age and over, will increase by 
about 77 per cent during the same twenty- 
five year period. 


Labor Force 

The labor force will continue to con- 
tain increasing proportions of women. 
By 1975, it is possible that two-fifths of 
our females 14 years of age and over will 
be in the labor force and constitute 
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about 36 per cent of all workers. By 
1975, more than half of our women 35 
to 44 may be working. 


Ethnic Composition 


Important changes in nativity and 
“race” composition of our population 
are also in store. By 1975, our foreign 
born may decrease to make up only 2 to 
3 per cent of the population. The gen- 
eration thereafter will be the first gen- 
eration of Americans to have a common 
nativity. 

While the foreign born disappear as 
an important element in the American 
market, however, Negroes will become 
an increasingly important part of the 
market and especially of the urban mar- 
ket. As recently as 1910, 89 per cent of 
the American Negroes lived in the South. 
But Negroes are migrating to the North 
and West, and by 1975 there may be as 
many Negroes in the North and West as 
in the South. In many of our large met- 
ropolitan areas, Negroes will constitute 
from a third to half of central city mar- 
kets. 


THE CHALLENGE 

Tomorrow’s market constitutes one of 
the greatest challenges, and opportuni- 
ties, ever to confront the American busi- 
ness community. Total national popula- 
tion growth alone constitutes a major 
challenge. For it is necessary for the 
American economy to expand sufficiently, 
within a period of twenty-five years, to 
provide goods and services for an addi- 
tional 65 to 95 million Americans con- 
suming at the American level of living. 

This population increase, together 
with increasing productivity, will make 
possible a doubling of Gross National 
Product by 1975 (in constant dollars), 
even while the average hours of work 
per week decrease. Consumer expendi- 
tures will double between 1957 and 
1975, as average income per person after 
taxes increases by 40 per cent. The in- 
crease in family income between now 
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and 1975 will be greater than present 
family expenditures for food and cloth- 
ing combined. 

In brief, what we shall add to our 
Gross National Product by 1975 will be 
greater than the Gross National Product 
of any nation on earth, other than that 
of the United States itself! 

For many purposes the anticipated in- 
crease in population will be reached 
through the household as the purchasing 
and consumer unit. Business will be con- 
fronted with an increase of from 45 to 55 
per cent in household units by 1975. 

The American market will be increas- 
ingly concentrated in the great Standard 
Metropolitan Areas. It may be possible 
to reach two-thirds of the population in 
200 metropolitan areas. Within these 
metropolitan areas the major part of the 
market will have shifted from central 
cities to suburbs, which by 1975 may con- 
tain three-fifths of the entire metropoli- 
tan population. 


In addition to facing the challenge of 
increasing and more concentrated mar- 
kets, the American businessman will also 
be confronted with the problem of chang- 
ing metropolitan-area structure. The 
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tendency toward much greater hetero- 
geneity in the community composition 
of a metropolitan area, on the one hand, 
and the colescence of metropolitan areas 
into megaloposes, on the other, will un- 
doubtedly call for major changes in dis- 
tribution practices. 

Finally, production and distribution 
of commodities consumed by specific 
population groupings (age, ethnic, edu- 
cational, labor force, and the like) will 
be even more profoundly affected than 
indicated by total population changes. 
For example, whereas the total popula- 
tion may increase by from 40 to 60 per 
cent, persons of high-school age may dou- 
ble . . . persons 65 and over will in- 
crease by over three-fourths . . . the for- 
eign born will virtually disappear .. . 
and Negroes will become a much more 
important part of the urban market. 

The basic challenge to American busi- 
ness will continue to be the challenge af- 
forded by the opportunity to continue to 
serve the American people, and to con- 
tribute to the continued rise in the 
American level of living—the highest 
ever achieved in the history of man. 
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The Functions of Advertising 


in Our Culture 


e IRVING S. WHITE 


What are advertising's limits and potentialities? The author shows 
how three major variables in the communication process between ad- 
vertising and the consumer—cultural attitudes; brand imagery; and di- 
rect experience with a product—are related to advertising effectiveness. 


HE function of advertising in our cul- 
ype may be characterized in two 
theoretical ways. 

First, there are those who state the 
theory within the framework of economic 
laws, asserting that advertising affects 
knowledge about and demand for a 
product. 

This article attempts to develop a sec- 
ond orientation. It is that the function 
of advertising is to help to organize and 
modify the basic perceptual processes of 
the consumer, so that he is guided 


toward seeing and feeling a product in a 
given predictable way. 


Advertising as a Perceptual Process 

With the recently formed partnership 
between the social scientist and the mar- 
keting professional, some foundation has 
been laid for a general reorientation to- 
ward understanding this influence as a 
dynamic process between communicators 
and perceivers. David Ogilvy and other 
advertising practitioners have formally 
incorporated terms such as “brand im- 
age” as applied to various advertised 
products. Journalists such as Martin 


@ About the Author. Mr. White is Director of Creative 
Research Associates, Chicago, specializing in quali- 
tative studies in advertising and public relations. Be- 
fore that, he was Supervisor of Motivation Research at 
the Paper Mate Company, Chicago. 

The author was formerly a research analyst and 
director of a series of studies on popular music with 
Social Research, Inc. Before that he served as an intern 
in clinical psychology at the Illinois Neuropsychiatric 
Institute and as a counselor with the Counseling Cen- 
ter of the University of Chicago. 
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Mayer have come to see advertising as 
affecting the “values” of a product. 

Yet “images” and “values” have no 
meaning outside of the experience and 
outlook of the consumer as a personality 
and the consumer-market as a social 
group. Gardner and Levy, influenced by 
the social psychology of George Herbert 
Mead, have shown how consumers are 
swayed toward or against a product be- 
cause of the way a brand image is per- 
ceived.? And Martineau’s Motivation in 
Advertising is a practical and lucid ap- 
plication of that proposition.* 

It is a truism that the function of ad- 
vertising is to inform and sell. But the 
more basic theoretical question is, how 
does advertising perform this function? 


The Variables of Consumer Experience 

Most advertisers would agree that ad- 
vertising should orient the consumer to- 
ward a consistent, and usually pleasura- 
ble, relationship with their products. 
Consistency implies a rather stable or- 
ganization of meanings and values cen- 
tering around a product as an “object” 
in one’s life. It is this consistency which 
gives what is often called “character” to 
a product or service. Cadillacs, for exam- 
ple, have traditionally meant specific 
mechanical, aesthetic, and social experi- 
ences to their adherents. Buying a Cadil- 


*Martin Mayer, Madison Avenue, U.S.A. (New 
York: Harper and Brother, 1958). 

* Burleigh B. Gardner and Sidney J. Levy, “The 
Product and the Brand,” Harvard Business Review, 
Vol. 33-No. 2 (March-April, 1955), pp. 33-39- 

* Pierre Martineau, Motivation in Advertising (New 
York: McGraw-Hill Book Company, Inc., 1957). 
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lac has often meant success and power to 
the purchaser, and the conviction that in 
several years from the time of purchase 
his car would still connote the same 
qualities. Pleasure merely means that the 
consumer derives gratifications out of 
this object-relationship that motivate him 
toward repeating and reinforcing the ex- 
perience. 

To structure the experience of the po- 
tential consumer along lines of consistent 
and predictable satisfactions requires an 
understanding of the total source of 
meanings, the whole interaction between 
the consumer and the product. For any 
advertiser, there is a certain amount of 
realistic humility inherent in the knowl- 
edge that advertising is only one of the 
several sources of stimulation that a 
product contains for the individual in 
society. The influences of culture and of 
private sensations modify and intermin- 
gle with the stimuli of advertising to 
achieve the final pattern of relationship 
between the seller’s product (or ideas 
and services) and the consumer. What 
perceptions can advertising influence, 
and what can it not? 

Even to begin to answer this question 
means an investigation of the structure 
of the product as an “object” in relation- 
ship with the individual. After inter- 
viewing hundreds of consumers, utilizing 
techniques of different levels of penetra- 
tion, getting at “unconscious” and “‘con- 
scious” attitudes and needs, three sources 
of meaning about a product have been 
isolated. 

The first source is the set of meanings 
stemming from the cultural definition 
of the product. The second source of 
meaning comes from the consumer’s or- 
ganized set of notions about the brand, 
that is, the brand image. The third 
source of meaning is from direct experi- 
ence with the product. 


CULTURAL DEFINITION OF THE PRODUCT 
Social psychology and anthropology 
have dealt with the problem of objects 
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in culture. That is, how do people come 
to understand and relate in a socially 
consistent manner to artifacts that are 
with them from time of birth? 

The concept of “object” implies more 
than just a unidirectional flow of activ- 
ity from the manipulator to the manip- 
ulated. It also implies a set of stimula- 
tions and communications in the reverse 
direction that guide the actions of the 
user. This means a dynamic relationship 
between the artifact and the user, wherein 
the latter perceives and acts upon the 
former according to the organized mean- 
ings that the culture and its subcultures 
have formulated for it. 

The fact that few objects are naturally 
and intrinsically what they seem to be 
has been clearly indicated by such think- 
ers as George Herbert Mead, Jean Piaget, 
and Heinz Werner. A child growing up 
within a society begins by viewing an 
object in an idiosyncratic, self-centered 
way, and gradually redefines his relation- 
ship to it in terms of the broader, adult 
society. The acculturated individual in- 
ternalizes the way the general society 
view the artifact, and sees the product in 
a setting of needs and values that control 
his action and attitudes about it. For ex- 
ample, there is nothing intrinsic in a 
baseball bat to account for its relation- 
ship to its user; a member of a primitive 
society could easily mistake it for a 
weapon. 

It is perhaps more accurate to think of 
culture as involving a “climate of valu- 
ations” rather than being a thing apart 
from people. “Climate” implies the pos- 
sibility for shift, and “valuations” sug- 
gests that the climate is made up of ideas, 
beliefs, feelings, and actions expressed 
by people. Yet the word “culture” as an 
abstraction also implies that the whole 
is greater than the sum of its parts, and 
that people learn from and conform to 
the patterns of people as a whole. 

Elvis Presley in his early exposure on 
television and in popular music was re- 
sponded to by a host of individual teen- 
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agers who reacted to him with their own 
private senses. As Presley grew as an 
ideal, teen-agers were no longer free to 
accept him or reject him simply as indi- 
viduals. They had to cope with a new 
level of values—that of the teen-age so- 
ciety. 

Sometimes the important patterns of 
behavior and perception are learned from 
smaller reference groups, as adolescents, 
for example, respond to popular records. 
Sometimes learning is funneled through 
the larger, common culture, as in the 
singing of “The Star Spangled Banner.” 
Although adults live in the same culture, 
they do not see a popular hit in the same 
light as teen-agers. Nor do non-Americans 
respond to the national anthem in the 
same way as Americans. An object or an 
idea differentiates itself along lines of the 
implied membership behind it. 

Culture places the product in a social 
context and imbues it with meanings 
that set the broadest limitations on how 
it is experienced. A commercial product 
becomes culturally defined by the broad 
history of interaction with its market. In 
particular, the definition is determined 
by the social, biological, and psychic 
needs the product fulfills for its user. 
Thus, when a product achieves a niche 
in its cultural context, it is an object 
which denotes consistent (not unaltera- 
ble) and predictable behavior within the 
social structure. 

The ballpoint pen, for example, is in- 
trinsically nothing but a complex set of 
tactile and visual sensations. These sensa- 
tions are selected and modified by its 
user, according to the cultural definition 
of a ballpoint pen, and _ purposively 
placed in a social setting. That is, the ob- 
ject becomes perceived by the consumer. 
The result is that the user experiences 
a handy, easy-to-use, and relatively in- 
expensive tool for communicating his 
thoughts. 


Advertising and Culture 
Cultural influence is obvious when 
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one thinks of how a cigarette in the 
mouth of a woman may be perceived to- 
day as compared to how it was perceived 
thirty or forty years ago. The above-the- 
ankle skirt might have indicated many 
qualities about its wearer during the last 
century that would be fallacious today. 

Advertising must take account of the 
current values and product-definitions 
of the society (or subsociety) in which it 
intends to operate. In other words, ad- 
vertisers must be aware of the role of the 
object in the life of the consumer. Like- 
wise, advertisers must understand the 
limits of these broader cultural defini- 
tions before trying to amplify the prod- 
uct into a brand image. 

For example, the social values implied 
by the concept “perfume” are such that 
its users are necessarily considered fem- 
inine. Any attempt by advertising to con- 
tradict the strong mores inherent in such 
a cultural definition might backfire as a 
commercial enterprise. Advertisers of 
male cosmetics and other self-indulgent 
items have discovered that they must 
carefully conceal the femininity and nar- 
cissism involved in colognes. 

Culturally, then, the function of ad- 
vertising is to understand, to reflect, and 
in most instances to accept the value- 
structure of society before it can go 
about its creative task of helping to or- 
ganize in a consistent, gratifying manner 
the numerous stimulations a product 
contains for the potential consumer. Ad- 
vertising can help to select and reinforce 
certain values and needs inherent in the 
role of the product. It can operate within 
the limits of culture to create new expec- 
tations for the consumer. 

Occasionally an entire society may en- 
tertain negative or distorted notions 
about a product that may be a result of 
an unfortunate long-standing history be- 
tween object and consumer. The poten- 
tial for a limited, positive redefinition 
on a societal or subsocietal scale may ex- 
ist in the case of such products. 

The reader may think of numerous 


examples of products and services, the 
mere mention of which sends a wave of 
disdain, fear, disgust, discomfort, and 
other negative reactions through him. 
Spinach, dentists, hypodermic needles, 
and long underwear are examples of ‘‘ob- 
jects” with a positive function subor- 
dinated to the unfavorable experiences 
behind them. 

In these cases, advertising can embark 
on the Herculean task of pointing up 
new avenues of more pleasurable inter- 
action between the product and the con- 
sumer, and reformulate aspects of the 
cultural definitions of a product class. Of 
course, true reformulation lies in the 
response by the consumer society to the 
communicator’s message. If the message 
is consistent with the society's experi- 
ences, an advertising-success story may 
indeed occur in a social movement to- 
ward a product. In such instances, refor- 
mulation is based on a pleasure-pain 
principle that promises to take the con- 
sumer from an unsatisfying relationship 
to a gratifying one. 

For example, dental care in the mind 
of the average American is fraught with 
annoyance and discomfort, on the one 
hand, or with special precaution, com- 
pulsiveness, and concern on the other. 
Dental care and dentists are too often 
associated with a conception of teeth as 
a set of nuisances which nature ordained 
shall be in one’s mouth. The American 
Dental Association is trying to reorient 
the client toward conceiving of his teeth 
and their care in the positive light of 
self-grooming and social reward in much 
the manner of the cosmetic industries.* 

And when the Tea Bureau suggested 
that tea is the “hefty, hale, and hearty” 
drink for the average man, it was at- 
tempting to counter the stereotyped no- 
tions of effeteness, femininity, and snob- 


*“A Motivational Study of Dental Care: A Pilot 
Investigation,” prepared for the American Dental 
Association by Social Research, Inc., in the Journal 
of the American Dental Association, serialized in 
Vol. 56 (March, April, May, and June, 1958). 
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bishness culturally attributed to the 
drink. 

If the program of redefinition dramati- 
cally and effectively brings a product 
closer to the experience of the consumer, 
a new cognitive orientation toward the 
product will take place. Success in chang- 
ing a popular concept depends upon how 
intense and stable, how true to experi- 
ence, is the cultural tradition concerning 
products, ideas, or services. 

Although advertising can help to reor- 
ganize some of the social interaction be- 
tween a consumer and a product, it must 
be sensitive enough to these patterns to 
recognize their intensity and stability. 
An extremely exotic product, perhaps 
suitable for a small elite group, cannot 
be converted into a mundane, mass prod- 
uct merely by advertising. 


THE BRAND IMAGE AS A 
SOURCE OF MEANING 


The cultural definition of a product 
is too broad and generalized to allow a 
consumer to select a brand. It helps to 
create the initial set of expectations 
about the product which is then quali- 
fied by the second variable in product- 
consumer interaction, the brand image. 

The brand image, as a source of mean- 
ing, helps the consumer further to select 
and organize the stimulations of the 
product, display, and other communica- 
tions directed to him. Mead’s social psy- 
chology suggests that an “image” guides 
one’s actions and attitudes toward the 
object. 

It has been further suggested that the 
meaning of any message is the “change 
which it produces in the (already exist- 
ing) image’ that an individual harbors 
about the object in question.* This 
means that the message value of a tele- 
vision commercial, for example, lies in 
the degree and direction of change in 


* George Herbert Mead, Mind, Self, and Society, 
edited by Charles W. Morris (Chicago, University 
of Chicago Press, 1934). 

*Kenneth E. Boulding, The Image (Ann Arbor: 
University of Michigan Press, 1956), p. 7. 
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a brand image previously held by the 
viewer. (Reinforcement of an already ex- 
isting image implies a change in degree.) 

Differences among brand images rep- 
resent much more than literal product 
differences. A whole different set of no- 
tions and actions are inherent in the 
name “Lincoln” as compared with the 
name “Jaguar,” despite the fact that 
each make has at least one or two models 
that are functionally comparable. It is 
somewhat difficult to imagine the typical 
Lincoln owner sitting behind the wheel 
of the typical Jaguar. The difference in 
the two images is, therefore, more intri- 
cate than the simple differences between 
the two lines of cars. 

Tests of consumer reactions to various 
products and their advertisements indi- 
cate that the brand image may undergo 
change more quickly than the basic cul- 
tural definition of the product. Percep- 
tion of the brand image is more capable 
of being influenced than is the percep- 
tion of the general class of the product. 
This is logical, as the image is formulated 
within the limits of a culture. 

The changes which took place in the 
brand images of certain filter cigarettes, 
for example, were fairly swift once the 
underlying cultural attitudes about filter 
cigarettes were modified by broader so- 
cial influences affecting their definition, 
such as science, medicine, group hysteria. 
Marlboro could become a manly cig- 
arette rather quickly once society re- 
laxed its notions about who might smoke 
such a cigarette. 

The image of the brand appears to be 
a relatively stable organization of per- 
cepts about a product. Once established, 
a brand image lends the consistency and 
predictability in the consumer’s relation- 
ship with the product which allow him 
to select and experience those aspects of 
the product he values. Schweppes qui- 
nine water must indeed be a different 
experience to those who have responded 
to its image than is that of several other 
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brands. The senses become attuned dif- 
ferently, and the social values inherent 
in the product-consumer interaction are 
different from brand to brand. 


Advertising and the Brand Image 

The major influence of advertising 
appears to be felt in the area of consumer 
perception of the brand. The brand 
image is the major organizing concept 
through which the consumer is guided 
toward perceiving unified patterns of 
stimulation. This imagery provides the 
emotional and sensual qualities which 
distinguish a brand from the general 
product-class and help the consumer dis- 
criminate from brand to brand. 

Jello is not just a gelatin dessert, nor 
are Jello and Royal simply two products 
united by their common class. For the 
purchaser of a brand, there is usually a 
feeling that one has purchased a product 
distinctly different from another brand. 
This is probably most obvious in the 
case of beer and cigarettes. 

This is the clue to what is often termed 
the “irrational” motive of the consumer 
in purchasing products. Skeptics, classic 
economists, and behaviorists in market 
research might demonstrate by blind- 
fold tests how suggestible the average 
consumer is. They point out that the 
average consumer cannot distinguish be- 
tween a Camel or a Philip Morris, or be- 
tween Schlitz and Miller. 

What such a literal understanding of 
the product-consumer relationship fails 
to consider is that the value of a brand 
and its over-all symbolic effects on the 
consumer cannot be teased apart by tests 
oriented toward seeing the product in 
its barest, utilitarian terms. 

Another way of saying this is that the 
consumer purchases the brand and its 
cluster of meanings as much as he pur- 
chases the literal product. What Vance 
Packard calls “hidden persuasion” is 
probably the reference-group and other 
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symbolic values implied in most social 
communications.* 

The function of advertising is to cre- 
ate strong sub-categories of values and 
needs within the social structure, and to 
associate these with the product. Con- 
sumers may then select those brands 
whose sets of implied experiences fit into 
the sub-group with which he identifies. 

The Chicago Tribune study on cig- 
arettes and smokers clearly indicated 
that it is as reasonable to talk about the 
man who smokes Camels, for example, 
as having a “Camel personality” as it 
is to say that the brand itself has a per- 
sonality.® It is reasonable because the two 
are correlates of each other. To the ex- 
tent that the consumer perceives the 
brand image in this stable, predictable 
(and pleasurable) manner, the brand 
becomes a _ need-satisfying monopoly 
rather than a competitor with other 
brands. The power of the monopoly is 
dependent on the degree to which the 
brand is differentiated from other brands 
and is pleasurable at the same time. 

If this aspect of the function of adver- 
tising is recognized, much of the arro- 
gant and sanctimonious tone in some ad- 
vertising can be relieved and a positive 
program of distinctive image develop- 
ment put in its place. 

This relationship between the con- 
sumer and the brand must be under- 
stood by the advertiser in the earliest 
stages of planning if some measure of 
control and predictability in one’s mes- 
sage is to be realized. If it is believed 
that facial tissue “A” can appeal to an 
important part of the market not ad- 
equately tapped by facial tissue “B,” its 
advertisers must understand both the 
expectancies of this market and how ad- 
vertising might serve to fit in with, re- 


"Vance Packard, The Hidden Persuaders (New 
York, David McKay Company, Inc., 1957). 

* Cigarettes: Their Role and Function, A Study 
for the Chicago Tribune, prepared by Social Re- 
search, Inc.. Chicago, 1953. 
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inforce, and organize these sets into a 
satisfying perceptual whole. 


DIRECT EXPERIENCE WITH THE PRODUCT 
AS A SOURCE OF MEANING 


The third perceptual area is that of 
direct experience, the use which classical 
theory states determines the utility of the 
product and ultimately its demand. By 
direct experience with a product, a con- 
sumer finally gets his “feedback” in terms 
of social gratifications and primary sen- 
sory experiences that the brand image 
and cultural definitions have set up for 
him. 

In a sense, the consumer is not fully 
open to his experiences and is not likely 
to perceive all the stimuli of a product. 
His own needs, in conjunction with the 
social conceptions reinforced by the im- 
agery surrounding the product, empha- 
size certain aspects of direct experience 
and weed out others. 

In some research on the ballpoint pen, 
for example, consumers were asked to 
describe their writing experiences with 
three brands of pens. One of these pens 
is a brand which stresses efficiency and 
predictability. The second brand empha- 
sizes a general quality of competence, in- 
cluding prestige and status. The third 
brand focuses on inexpensiveness and 
dispensability. 

Consumers described their experiences 
with the pens in terms of the generalized 
brand image, giving evidence of an aware- 
ness of how they were oriented toward 
the product. It is fairly evident that tech- 
nical product improvements alone, un- 
less they are highly dramatic or extreme, 
do not radically alter the consumer's pre- 
vious ideas about the product. Some out- 
side agent must serve to create a new ex- 
pectation about the product that will 
allow the consumer to perceive the dif- 
ference. 


Advertising and Direct Experience with the 
Product 


The function of advertising in this 
third area of consumer perception is to 
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supply the terms in which the product 
is valued. In some ways advertising sets 
up a “self-fulfilling prophecy.’’® Most re- 
searchers are aware that a consumer's 
reaction to use is channeled in an im- 
portant way by what he expects to expe- 
rience. The terms in which the consumer 
responds to use are, in good part, sup- 
plied by advertising. The facets of expe- 
rience beyond the scope of advertising 
are the concrete physiological sensations 
of the consumer. 

Nor can broad organizing concepts, 
such as a cultural definition or a brand 
image, account for the unpredicted idio- 
syncrasies of either the consumer or the 
product. However, by the time the con- 
sumer has selected and organized all the 
communications of the product, he will 
evaluate the use experience in a fairly 
patterned manner. 

Too often, the advertiser is so close to 
competitive aspects of his product that 
he has personally defined it in a manner 


* Robert K. Merton, “The Self-Fulfilling Proph- 
ecy,” in Robert K. Merton, Social Theory and So- 
cial Structure (Glencoe, The Free Press, 1949). 
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that is not of optimum value to the con- 
sumer. Competition often causes adver- 
tisers to “hop on the current bandwagon” 
of advertising claims and to shout loudly 
about values that have little positive 
meaning to the consumer. In the auto- 
mobile industry, a complex language of 
power dynamics has been foisted upon 
the consumer. Is this the optimum lan- 
guage of use available for him? In filter 
cigarettes, the language of use among 
certain competitive brands has been the 
number of filter-traps contained in the 
cigarette. Is the filter-cigarette smoker 
aided in getting gratification out of a 
cigarette by a terminology that concen- 
trates upon the negatives of smoking? 

The advertiser might improve his re- 
lationship with the consumer if he real- 
ized that his characterization of the con- 
sumer’s use-experience helps the latter 
selectively perceive out of the procuct’s 
numerous stimulations. Direct experi- 
ence with a product is patterned by the 
communicable language of the product 
which has been created or reinforced by 
advertising. 
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eyes Robinson-Patman Act of 1936 is 
one of the most complicated and 
controversial of antitrust laws. Twenty- 
three years of enforcement have pro- 
duced crystal-clear confusion regarding 
some of its provisions, although some 
sections are now reasonably understand- 
able. 

There are few legal authorities in the 
competitive pricing field, and even they 
cannot assure their clients of correct ad- 
ice in all Robinson-Patman matters. Sev- 
eral of the most important recent U. S. 
Supreme Court cases have been closely 
divided decisions. 

Although the wording of the original 
Act has not been altered, in effect there 
have been three different Robinson-Pat- 
man Acts! This has come about through 
changing interpretations of the courts 
and of the Federal Trade Commission. 
The early years of Robinson-Patman re- 
flected limited enforcement. The mid- 
dle and late 1940s were marked by strict 
to radical enforcement; the “high-water 


@ About the Author. W. David Robbins (Ph.D., Ohio 
State University) is Dean of the School of Business 
Administration at the University of Richmond. He was 
formerly on the faculties of the Harvard Business 
School, the University of South Carolina, Rollins Col- 
lege, and North Texas State College. 

His most recent article in the pricing field, “ls Com- 
petitive Pricing Legal?" appeared in the Harvard 
Business Review, November-December, 1957. Professor 
Robbins was the Editor of Successful Marketing, At 
Home And Abroad, Proceedings of the 40th National 
A.M.A. Conference, November, 1958. 
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The Robinson-Patman Act is the most basic statute affecting com- 
petitive pricing. Yet too few businessmen are aware of significant 
changes that have occurred in the interpretation and enforcement of 


Some pricing actions that were held illegal under earlier interpreta- 
tion are today considered “a necessary part of competition." The author 
also interprets other changed aspects of the Act. 


marks” were the Moss,) Corn Products, 
and Morton Salt® cases which rendered 
practically all price differentials illegal. 
The 1950s have shown both the courts 
and the Commission to be more temper- 
ate and reasonable in their interpreta- 
tions of the Act. 

It is little wonder that marketing au- 
thorities have largely “‘left it to the law- 
yers.” Yet the Robinson-Patman Act is a 
marketing statute and the most basic 
pricing law with which the marketing 
executive must deal. 

The Robinson-Patman Act does not 
prohibit all price discrimination. By its 
terms it reaches only those price discrim- 
inations: 


. where the effect of such discrimina- 
tion may be substantially to lessen competi- 
tion or tend to create a monopoly in any 
line of commerce, or to injure, destroy, or 
prevent competition with any person who 
either grants or knowingly receives the ben- 
efit of such discrimination, or with cus- 
tomers of either of them. . . .”4 


PRICE DISCRIMINATION AND JUSTIFICATION 
—Section 


The basic provision of the Robinson- 
Patman Act is Section 2 (a). Under the 
language of Section 2(a) quoted above, 
the charging of different prices to differ- 


Samuel H. Moss, Inc. v. F.T.C., 148 F.2d 378 
(1945). 

*Corn Products Refining Co. v. F.T.C., 324 US. 
746 (1945). 

* F.T.C. v. Morton Salt Co., 334 U.S. 37 (1948). 

* Robinson-Patman Act, 49 Stat. 1526 (1936). 
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ent customers is unlawful only when it 
has the proscribed adverse effect on com- 
petition, that is, where there is a sub- 
stantial (1) lessening of competition; (2) 
a tendency to create a monopoly; or (3) 
an injury, destruction, or prevention of 
competition. Section 2(a) also confines 
the statute to discriminations between 
purchasers of commodities of “like grade 
and quality.” 

Two provisos of Section 2(a) then go 
on to state exceptions to the foregoing 
general prohibition as follows: 


(1) Provided, That nothing herein con- 
tained shall prevent differentials which 
make only due allowance for differences 
in the cost of manufacture, sale, or de- 
livery resulting from the differing meth- 
ods or quantities in which such com- 
modities are to such purchasers sold or 
delivered. .. . 

(2) Provided further, That nothing herein 
contained shall prevent price changes 
from time to time . . . in response to 
changing conditions affecting the mar- 
ket. ... 


Recent developments concerning Sec- 
tion 2(a) relate primarily to competitive 
effects of price differences and to cost jus- 
tification. Functional or trade discounts,® 
geographic pricing,® and the establish- 
ment of quantity limits’ are not consid- 
ered in this article, as there have not 
been recent developments of particular 
significance in these areas. 


Competitive Effects Of Price Differences 
During the 1940s, anything more than 


* Doubleday and Co., F.T.C. Docket 5897 (1955) 
helped to clarify the status of functional or trade 
discounts. (Integrated distributors could lawfully 
be reimbursed so long as the size of discount was 
reasonably related to the expenses assumed by the 
buyer.) 

* National Lead Co., 49 F.T.C. 791 (1953) to some 
extent settled the controversial “mill net” theory. 
(Delivered price quotations themselves must differ 
to constitute a price discrimination.) 

'F.T.C., et al. v. BF. Goodrich Co., et al., 242 
F. 2d 31 (CA D.C. 1957) where one of the few 
quantity limit rules issued by the Commission was 
held invalid. (Findings based on fewness of pur- 
chasers over $600,000 did not support a quantity 
limit of one 20,000-pound carload.) 
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a minute price difference was automat- 
ically considered illegal under the Rob- 
inson-Patman Act, and a factual inquiry 
into the actual or probable adverse com- 
petitive effects of the difference was not 
permitted. Recently the Commission and 
the courts have shown an inclination to 
make an analysis of the economic facts 
involved rather than to decide cases on 
the basis of arbitrary rules of law. 

One of the most important develop- 
ments of recent years in the interpreta- 
tion of the Robinson-Patman Act has 
been the burden of proving injury to 
competition, a seemingly procedural 
technicality. The Commission has held 
that under Section 2(a) the counsel sup- 
porting the complaint has the burden of 
proof to establish the necessary competi- 
tive injury.* Quotations from FTC cases 
illustrate this “new” philosophy toward 
competitive effects of price differences: 


“Differences in price without competitive 
injury are not illegal.”® 

“The fact that a competitor has been in- 
jured in a local price-cutting case may tend 
to show that competition with the grantor 
has been affected but it does not follow in 
every case that because a competitor has 
been injured, competition has been af- 
fected.””2° 

“Any ... price differential remain[{s] law- 
ful under the Robinson-Patman Act unless 


endangering adverse effects on competition. 
"11 


In 1958 the Tenth Circuit Court up- 
held the trial court’s instructions to the 
jury which placed upon the plaintiff the 
burden of proof in establishing price dis- 
crimination: 


“The Clayton Act, as amended, does not 
have the effect of making any and every 
differential in price in various areas illegal 
price discrimination within the intent and 
meaning of the Act. The Act concerns itself 


* General Motors Corp. and A C Spark Plug Co., 
Dkt. 5620; The Electric Auto-Lite Co., Dkt. 5624. 
* General Foods Co., F.T.C. Docket 5675 (1954). 
” Purex Corp., Ltd., F.T.C. Docket 6008 (1954). 
™ Doubleday and Co., F.T.C. Docket 5897 (1955). 
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with price discrimination which is reason- 
ably calculated to lessen competition, or 
tends to create a monopoly, or to injure, 
destroy, or prevent competition. . . .”12 


In another 1958 case, the court held 
that the plaintiff's claim was insufficient 
because it failed to show that the alleged 
discrimination had any unlawful effect 
on competition: 


“The amended complaint does not charge 
that Texaco committed an unlawful price 
discrimination since ultimate facts are not 
alleged showing that Texaco’s price differ- 
ences resulted in an anti-competitive effect 
proscribed by the Robinson-Patman Act.”!% 


The courts are also more willing to 
accept a “rule of reason” in judging the 
economic effects that price differentials 
may have on competition. In 1951 the 
U. S. Court of Appeals (7th Circuit) 
held: “Price differences are not invalid 
unless potentially impairing the vitality 
of competition itself . . . it could not be 
said the effect . . . was substantially to 
injure competition.”* 

The statutory phrase “substantially to 
lessen competition” should be the key to 
enforcement of the Act. Price differences 
which do not impair competition need 
not be outlawed. It must be remembered 
that price discriminations are often the 
first step in general price reductions in 
an industry, thereby lowering the price 
to consumers through a/l competitors. 


Cost Justification 

Under the ‘“due-allowance-for-cost” 
proviso, price discriminations are per- 
mitted which properly reflect differences 
in “costs.” Although “cost of manufac- 
ture” is specifically mentioned in Sec- 
tion 2(a), proof of savings in the cost of 


48 Elgin Corp. v. Atlas Building Products Co., 251 
F. 2d 7 (10th Cir. 1958), cert. denied June 13, 1958, 
26 L.W. 3368. 

4 Victor N. Alexander v. The Texas Co. (D.C. 
W.D. La. Aug. 22, 1958). 

Minneapolis-Honeywell Regulator Co. F.T.C., 
191 F.2d 786 (7th Cir. 1951) cert. dismissed, 344 US. 
206 (1952). 


serving different customers (marketing 
costs) has been the only cost defense 
which has been successful. If the mer- 
chandise is not of “like grade and qual- 
ity,” significant production-cost differ- 
ences can occur; however, if the products 
are not of “like grade and quality,” the 
Act does not apply and there can be no 
violation regardless of the extent of the 
discrimination. 

The cost-justification proviso is the 
“sleeper section.” It has only recently 
been aroused after an almost twenty-year 
sleep and is not yet fully awake. In only 
five formal cases have the cost justifica- 
tions been entirely successful.* In three 
more cases cost studies were accepted in 
part as justifying some portion of the 
price differential.'® 

This is a pathetic record to be sure; 
however recently the Commission and 
the courts have been attempting to make 
some sense out of the “‘cost-justification” 
defense. Businessmen must accept much 
of the blame for the fact that a cost de- 
fense has not succeeded in more cases. 
All too often a businessman attempts to 
reconstruct distribution-costing informa- 
tion after he has been charged with price 
discrimination—a very late date indeed! 

The real benefits of attempting to 
comply with the “cost-justification” pro- 
viso are in the improvement of market- 
ing efficiency for the individual firm, 
while also preserving for the public the 
benefits of efficient marketing methods. 
Actually, a major justification of institut- 
ing cost-distribution accounting is not 
just to create a defense to a price-discrim- 
ination charge, but rather to improve a 
firm’s marketing program and its profits. 


* Bird and Son, Inc., 25 F.T.C. 548 (1937): B. F. 
Goodrich Co., F.T.C. Docket 5677 (1954); Sylvania 
Electric Products, Inc., F.T.C. Docket 5728 (1954); 
Reid v. Harper and Bros,, 235 F. 2d 420, 422 (1956), 
cert. denied, 77 S. Ct. 326 (1956); Hamburg Bros., 
Inc., F.T.C. Docket 6721 (1957). 

* Bissell Carpet Sweeper Co., F.T.C. Docket 4636 
(1945); Minneapolis-Honeywell Regulator Co., 44 
F.T.C. 351 (1948); US. Rubber Co., 46 F.T.C. 988 
(1950). 


= 
weet 


18 JOURNAL OF MARKETING 


Unless a seller has knowledge of his 
most profitable customers, territories, 
and lines of merchandise, he cannot 
most effectively direct and concentrate 
his marketing efforts. Although distribu- 
tion-cost accounting is hardly an exact 
science, it is sufficiently accurate for 
sound marketing decisions. 

If a distribution-cost accounting sys- 
tem is established in good faith and in 
accordance with acceptable accounting 
doctrines, it should satisfy the require- 
ments of the Robinson-Patman Act. 
Speculation and guesswork are not satis- 
factory, nor should they be. It is usually 
too late and often very expensive to at- 
tempt to reconstruct the necessary cost 
information after a discrimination 
charge has been filed. 


GOOD FAITH MEETING OF COMPETITION— 
Section 2(b) 


When the Robinson-Patman Act was 
passed, Congress recognized that com- 
petitive price situations would arise 
wherein it would be necessary to safe- 
guard the right to compete. Section 2(b) 
provides that a seller may show as justi- 
fication to a charge of prohibited price 
discrimination that the lower price “was 
made in good faith to meet an equally 
low price of a competitor.” 

The Supreme Court’s decision of 1958 
in the Standard Oil case is by far the 
most important decision in this regard 
since the Act was passed." Indeed, it is 
the first recorded case in which the seller 
has succeeded in justifying a challenged 
discrimination by recourse to Section 
2(b)’s “meeting competition” defense. 

The Commission had contended since 
1936 that the “good faith meeting of 
competition” was only a “qualified” de- 
fense and would afford the seller no pro- 
tection if potential injury to competition 
was shown. The U. S. Supreme Court re- 
jected this construction and ruled that 
the “meeting-competition” proviso af- 


" F.T.C, v. Standard Oil Co., 355 U.S. 396 (1958). 
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forded a complete defense, incidental 
“injury” notwithstanding.’* Section 2(b) 
has now become a substantive rule of law 
rather than a mere procedural rule of 
evidence. 

The Commission had also insisted that 
a seller is precluded from competing in a 
local market unless he was willing to 
make across-the-board reductions in each 
place of doing business. But the Supreme 
Court rejected this theory, saying: 


“There is, on the other hand, plain lan- 
guage and established practice which per- 
mits a seller, through section 2(b) to retain 
a customer by realistically meeting in good 
faith the price offered to that customer, 
without necessarily charging the seller's 


price to its other customers.” (Italics 
added.) 


Unless there is legislative change, the 
“meeting-competition” defense will cer- 
tainly become a more significant justifi- 
cation in pricing cases in the future. 
Prior to the Standard Oil case, however, 
certain limits to the “meeting-competi- 
tion” defense had been spelled out by the 
courts. Both in 1956 and 1957 the U. S. 
Court of Appeals (7th Circuit) said that 
the competitive price must be responsive 
to an actual competitor or specific lower 
prices.?° 

Note that the Standard Oil decision is 
not concerned with entire markets—only 
individual customers. Also the Standard 
Oil case dealt with preventing the loss of 
present customers and not with gaining 
new customers. The competitive price 
must be defensive rather than aggres- 
sive.4 Further, the competitive price 
may not be set pursuant to a pricing sys- 
tem.”7 And it was earlier held that 


* Standard Oil Co. v. F.T.C., 340 U.S. 231 (1951). 

* Same reference. 

* E. Edelmann ¢& Co. v. F.T.C., 239 F. 2d 152 (7th 
Cir. 1956), cert. denied, 355 U.S. 941 (1958); C.E. 
Niehoff & Co. v. F.T.C., 241 F. 2d 37 (7th Cir. 1957), 
cert. denied, 355 U.S. 941 (1958). 

™ Standard Oil Co. v. F.T.C., 340 US. 231, 249 
(1951) (dictum). 

* F.T.C. v. National Lead Co., 353 U.S. 419 (1957). 
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“equally low prices” meant prices for 
similar quantities.** 

Although Section 2(b) does not ex- 
pressly limit its application to competi- 
tors’ “lawful” prices, the Supreme 
Court's earlier opinion in the Standard 
Oil case adverted to competitors’ “law- 
ful” prices.* The “lawful” offer of a 
competitor was not mentioned in the 
1958 Standard Oil case other than in the 
dissent (5-4 decision). The Commission 
failed to determine that the competitive 
price cuts which Standard Oil was meet- 
ing were illegal. The “lawful” price 
problem was clearly expressed in the dis- 
senting opinion in the 1953 Standard 
Oil case when it was emphasized that 
there were insurmountable obstacles 
confronting a seller who would try to 
determine the legality of a competitor's 
price. 

In 1956 the U. S. Court of Appeals 
(5th Circuit) dealt directly with this 
problem and held: 


“To establish this [2(b)] defense, a seller 
does not have the burden of proving that 
the competing price was lawful. Section 
2(b) should not be construed as if it were 
written ‘was made in good faith to meet a 
lawful equally low price.’ 


Another interesting and undecided 
problem concerning application of Sec- 
tion 2(b) is the “like-grade-and-quality” 
phrase of Section 2(a). In three different 
cases** the Commission has rejected the 
“meeting-competition” defense when a 
seller of merchandise who normally sold 
at a premium because of “superior pub- 
lic acceptance,” unrelated to actual 


* F.T.C. v. Standard Brands, Inc., 189 F. 2d 510 
(2d Cir. 1951). 

™ Standard Oil Co. v. F.T.C., 340 U.S. 231 (1951). 

* Standard Oil Co. v. Brown, d.b.a. Bob Brown’s 
Standard Service, 238 F. 2d 54 (1956). 

* Anheuser Busch, Inc., F.T.C. Docket 6331 (1957); 
Standard Brands, Inc., 46 F.T.C. 1495 (1950), aff'd 
on other grounds, 189 F. 2d 510 (2d Cir. 1951); 
Minneapolis-Honeywell Regulator Co., 44 F.T.C., 
351, 371, 396 (1948), rev’d on other grounds, 233 
F. 2d 649 (7th Cir. 1956). 
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quality, reduced his prices to match 
competitors’ lower prices. 

The meaning of the phrase, “like 
grade and quality,” is perhaps as con- 
fused today as when the Act was passed. 
Most of the sparse interpretations have 
considered only the purely physical 
characteristics of products and have not 
taken into consideration differences or 
unlikeness in consumer preferences. 


BROKERAGE CLAUSE—Section 2/c) 

Section 2(c) forbids the payment or ac- 
ceptance of any form of commission as 
brokerage to or by any person who does 
not in fact perform the services of a 
broker. There were many cases in the 
1930s and 1940s concerning the broker- 
age clause, but relatively few in the 
1950s. Several seafood canners and their 
sales agents or brokers have recently. 
been cited by the FTC for alleged viola- 
tions of Section 2(c)”* and consent orders 
have been approved by the FTC on a 
number of earlier complaints under this 
section.”* 

This section has proved to be a highly 
restrictive provision which limits the 
type of middleman who can qualify to 
wholly “independent” brokers. The ma- 
jor beneficiary has been the food broker. 
Section 2(c) has also been construed by 
the Commission and the courts to ex- 
clude any of the justifications permitted 
under Section 2(a).2* The Brokerage 
Clause has not been reviewed by the Su- 
preme Court although certiorari was de- 
nied several times in the 1940s. 


“PROPORTIONALLY EQUAL” PROMOTION 
PROVISIONS—Sections and fe) 


Sections 2(d) and (e) forbid a seller to 
enter into co-operative promotional ar- 
rangements of any type except on “‘pro- 


* F.T.C. Dockets 7200, 7204, 7208, 7209, 7210. 

* F.T.C. Dockets 6977, 6978, 6979, 6980, 6981, 7021. 

* Biddle Purchasing Co. v. F.T.C., 96 F. 2d 687 
(1938); Oliver Brothers, Inc. v. F.T.C., 102 F. 2d 
763 (1939); Great Atlantic and Pacific Tea Co. v. 
F.T.C. 106 F. 2d 667 (1939); Southgate Brokerage 
Co., Inc. v. F.T.C., 150 F. 2d 607 (1945). 
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portionally equal” terms with all com- 
peting customers. No injury to compe- 
tition is required to establish violation 
of these sections.*° The Commission in- 
sists that the seller notify all qualified 
customers, including retailers who pur- 
chase through wholesalers,*' of his will- 
ingness to pay for such services as well 
as their entitlement to participation.” 
The most obvious defense to a charge 
of discrimination in the furnishing of 
“services and facilities” is found within 
the language of Section 2(e), namely, 
that in fact the facilities furnished were 
accorded to all purchasers on propor- 
tionally equal terms. However, under 
the proviso to Section 2(b), two other de- 
fenses are also available: by a showing 
that the facilities were furnished in good 
faith to meet the facilities furnished by a 
competitor,** or that the discrimination 
could be cost justified.* In a 1958 case 
involving a Section 2(e) charge, the U. S. 
Court of Appeals (D.C. Circuit) set aside 
a FTC finding on the ground the manu- 
facturer was not given the opportunity 
to present evidence of cost justification.* 
Perhaps some progress has been made 
in the interpretation of Sections 2(d) and 
(e) with “broader antitrust objectives.” 
Nevertheless, a manufacturer has a much 
better chance of defending an outright 
price discrimination charge than a “‘pro- 
portionally equal” promotion charge. 


BUYERS LIABILITY—Section 2/f) 
Section 2(f) is addressed directly to 
buyers rather than to sellers, and de- 
clares it “unlawful for any person en- 
gaged in commerce, in the course of such 


Great Atlantic and Pacific Tea Co. v. F.T.C., 
106 F. 2d 667 (grd Cir. 1939); Corn Products Re- 
fining Co. v. F.T.C., 144 F. 2d 211 (7th Cir. 1944): 
Elizabeth Arden, Inc. v. F.T.C., 156 F. 2d 132 (2nd 
Cir. 1946). 

™ Elizabeth Arden, Inc. v. F.T.C., 156 F. 2d 132 
(2nd Cir. 1946). 

™ Kay Windsor Frocks, F.T.C. Docket 5735 (1954). 

™ Elizabeth Arden, Inc., 39 F.T.C. 288 (1944). 

™ Simplicity Pattern Co., Inc. vy. F.T.C. (D.C. Cir. 
1958). 

* Same reference. 
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commerce, knowingly to induce or re- 
ceive a discrimination in price which is 
prohibited by this section.” When the 
Robinson-Patman Act was passed, it was 
generally expected that this section 
would receive vigorous prosecution. Un- 
til 1953; however, it was sparingly in- 
voked; and since the Supreme Court’s 
Automatic Canteen* decision the Com- 
mission has seldom challenged bargain- 
ing by buyers. 

In Automatic Canteen the Supreme 
Court had occasion to review for the first 
time—and the only time to date—the 
meaning and effect of Section 2(f). The 
Commission’s interpretation of this Sec- 
tion was drastically altered when the 
Court held that: 


“. . . the Commission is, on this record, in- 
sisting that once knowledge of a price dif- 
ferential is shown, the burden of introduc- 
ing evidence shifts to the buyer . . . we 
think the fact that the buyer does not have 
the required information, and for good 
reason should not be required to obtain it, 
has controlling importance. . . . We there- 
fore conclude that a buyer is not liable 
under 2(f) if the lower prices he induces are 
either within one of the seller's defenses 
such as the cost justification or not known 
by him not to be within one of those de- 
fenses.”’37 


Following the Automatic Canteen 
case many authorities stated that Section 
2(f) would be little used by the Commis- 
sion, and this has certainly been true to 
date. However, the Court in that case 
pointed out, “We are here asked to set- 
tle a controversy involving simply the 
burden of coming forward with evidence 
under 2(f) of the Act.’ 

Only future decisions can determine 
how the courts and the Commission will 
ultimately construe the Automatic Can- 
teen decision. To date the Commission 
has been noticeably silent; but a more 


* Automatic Canteen Co. v. F.T.C., 346 U.S. 61 
(1953). 
* Same reference. 
* Same reference. 
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stringent enforcement of Section 2(f) can 
be expected from the Commission some- 
time in the future. 


PARTICIPATION IN DISCRIMINATION AND 
CO-OPERATIVE ASSOCIATIONS— 
Sections 3 and 4 

There have been no recent develop- 
ments concerning these sections of the 
Act. Section 3, which is enforced in the 
courts and not by the FTC, declares it 
unlawful for any person knowingly to 
be a party to or assist in discrimination 
between competing purchasers. It fur- 
ther prohibits “selling at unreasonably 
low prices for the purpose of destroying 
competition or eliminating a competi- 
tor.”” Section 4 declares that nothing in 
the Act shall prevent a cooperative as- 
sociation from returning to its members 
net earnings or surplus resulting from 
its trading operations. 


IMPLICATIONS 
The most significant development 


concerning the Robinson-Patman Act is 
that in the 1950s an Act different from 
the original one is being enforced. Busi- 
ness conditions as well as the personnel 
charged with the interpretation and en- 
forcement of the Act have also changed. 
Some of the new members of the FTC 
have as yet to prove their appreciation 
of the value of competition. As yet, it is 
difficult to predict the philosophy of the 
reconstituted Commission. 

The three major recent developments 
under Robinson-Patman have been: (1) 
To the plaintiff has shifted the burden 
of proving injury to competition in a 
price discrimination case. (2) The de- 
fense of “meeting competition in good 
faith” has been vitalized and is today a 
complete defense to a price discrimina- 
tion charge. (3) The cost-justification de- 
fense has proved to be of more benefit, 
and is expected to have more substance 
in the future. 
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The Inequalities of Television 


Franchises 


monopoly 


veloped 


S. television is a combination of 
* public property and private op- 
eration. 

It is a scarce “commodity” in which 
the number of stations that can operate 
is limited by space available in a 
crowded spectrum. This gives it many of 
the attributes of a monopoly, and so com- 
petition cannot function as an effective 
public protective device. 

Competition is largely present in the 
industry only in the fight for the limited 
number of operating licenses available. 
In many markets a successful applicant 
has been made a millionaire almost over- 
night by the stroke of the pen of the 
licensing agency. In television, unlike 
other areas of the private-enterprise sys- 
tem, there is no freedom of entry. This 
encourages the use of pressure and un- 


@ About the Author. C. H. Sandage (Ph.D., State 
University of lowa) is Professor and Head of the Divi- 
sion of Advertising at the University of Illinois. He is 
a Past Vice President of the American Marketing As- 
sociation and served three terms as Director. 

His interest in the broadcasting industry is of long 
standing. As Chief of the Division of Transportation 
and Communications in the U. S. Bureau of the Census 
in 1935-37 he was in charge of the first census of 
broadcasting taken in this country. He was the first to 
develop a method for measuring the qualitative charac- 
teristics of radio audiences. He served from 1956 to 
1958 as Consultant to the Federal Communications 
Commission in connection with the study of television 
networks. 

His writings in the field of broadcasting include 
Radio Advertising for Retailers (Harvard University 
Press, 1945), and a number of monographs and articles. 
Other writings include Advertising Theory and Practice 
(Irwin, 1936; 5th ed. with Vernon Fryburger, 1958), 
chapters in Marketing by Manofacturers, Changing 
Perspectives in Marketing, and numerous magazine ar- 
ticles. 
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Is there a way to save U. S. television from the present q 

ition that stems from the scarcity of VHF channels? This 
brief article calls attention to some serious inequities that have de- 
from the manner in which this vital public property has been 


uasi- 


exploited, and suggests methods for reducing such inequities. 


ethical procedures in the fight for li- 
censes. And such practices endanger the 
entire television industry. 

Since television is so vital to market- 
ing men in providing access to custom- 
ers, marketing leaders should be con- 
cerned with the long-range economic and 
moral health of the industry. Such health 
cannot long exist under present condi- 


tions of “monopoly” profits to a favored 
few. 


BROADCASTING A JOINT VENTURE 

American commercial broadcasting is 
neither a private nor a public venture, 
but a combination: of both. After all, the 
airwaves are public. 

Yet private enterprise is “invited” to 
apply for a license to use a portion of the 
public property to provide broadcast 
services to the people. And it is under- 
stood that licensees shall not own any 
portion of the public property. Licen- 
sees, however, have been permitted to 
exploit their use of such public:property 
without limitations as to rates charged 
for services or as to profits sought. 

Formal regulations of these stewards 
of public property have been restricted 
primarily to matters concerned with pro- 
viding broadcast program services to the 
citizenry, locally and nationally. 

On matters other than program serv- 
ices, dependence has been placed on the 
efficacy of competition, in order to pro- 
tect advertisers and stations against un- 
necessarily high rates and to keep profits 
at a reasonable level. 


VARIATIONS IN FRANCHISE VALUES 

Consider, therefore, some of the prob- 
lems inherent in the broadcast industry 
and which influence competition as a 
regulatory device. 

First, the cost of entry into broadcast- 
ing on the part of a private entrepreneur 
has no direct or apparent relationship 
to the quality of the public property 
assigned to entrants. Obviously a televi- 
sion channel serving a rich, populous 
market is potentially much more valu- 
able than a channel serving a poor, 
sparsely populated area. Because of the 
relative scarcity of channels and the ab- 
sence of complete freedom of entry into 
the field, normal competitive forces can- 
not operate here as they would in the 
case of such enterprises as food retailing 
and magazine publishing. Although 
there is wide variation in the basic value 
of channel locations, the “franchise 
price” is the same for all channels, 
namely, zero. 

A second variation in the basic value 
of TV channels is related to their posi- 
tion in the spectrum. A VHF channel is 
considered to be much more valuable 
(other factors being equal) than a UHF 
channel. Yet there is no difference in the 
cost of these two to applicants. 

The concept of competition as a regu- 
lator of business enterprise has under- 
gone substantial changes in the history 
of American capitalistic enterprise. Bas- 
ically the trend has been away from 
laissez faire to that of fair competition 
and the equalization of competitive op- 
portunity. 


Should the Licensee Pay for the Franchise? 

After all, if the concept of equalizing 
competitive opportunity in the televi- 
sion broadcasting field is to be enhanced, 
some system should be devised that 
would either erase or effectively compen- 
sate for the differences (often vast) in 
values of television channels and loca- 
tions. 


THE INEQUALITIES OF TELEVISION FRANCHISES 


One approach to equalization might 
be to place a price on each franchise. 
This price could be determined by capi- 
talizing profit potentials for each chan- 
nel. In effect, this would “handicap” 
each television entrant in an attempt to 
provide an even race. Actually this is 
done in all cases of transfer or sale by 
the original licensee to a new operator. 
The market values of such franchises as 
measured by the sales price have been 
in the millions of dollars. 

However, there might be substantial 
and logical objections to placing a price 
on each new TV franchise issued. The 
primary purpose of issuing franchises 
has been to encourage private enterprise 
to exploit a natural resource to the bene- 
fit of all the people. Under this concept 
it has been assumed that the placing of 
a price on new franchises issued by the 
government would reduce the quality 
as well as retard the growth of broad- 
casting services to the public. 

Free licensing has hastened the growth 
of television facilities, and has provided 
revenues of sufficient opulence to permit 
the development of very expensive pro- 
grams for the viewing public. An addi- 
tional result has been to permit licensees 
of good channels in populous markets to 
reap profits on capital investment sub- 
stantially higher than those in less fa- 
vored localities and under less risk. At 
the same time licensees of channels of a 
less favorable quality must often com- 
pete with those operators blessed with a 
continuous flow of high profits available 
to throw into the competitive struggle. 
Other channels “go begging” for an en- 
trepreneur and without success, because 
the prospects for eventual profits from 
operation seem to be nil. 

Stated baldly, the policy of granting 
television channel licenses on a free basis 
results in a subsidy to those sufficiently 
fortunate to secure a “good” channel. 
Such subsidies may have been good in the 
early development of television; but in 
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the light of current operations it may be 
logical to re-examine their place in the 
future of television. 


Maximizing Benefits from Free Licensing 

The wisdom of providing free access 
to public property may be questioned 
when such property is extremely scarce, 
and when no provisions have been made 
for limiting, recapturing, or directing 
the use of profits accruing to the licensee. 
Various possibilities might be explored 
for maximizing the benefits flowing from 
the issuance of channels on a no-charge 
basis. 

One plan would involve the considera- 
tion of all television channels as a total 
unit, rather than as separate entities. If 
subsidies are to be provided, let them be 
on an industry-wide basis rather than on 
an individual-station basis. 

The presumed purpose of subsidies is 
to encourage the development of televi- 
sion service to the public. Obviously, it 
is no longer necessary to subsidize the 
use of VHF channels in populous mar- 
kets. But it may be in the total public 
interest to subsidize the development of 
television in sparsely populated and 
rural areas and on UHF television in 
specific concentrated population areas. 
To subsidize television development in 
these situations will require something 
more than offering channels on a free 
basis. 

Consideration might also be given to 
a plan to recapture some of the exces- 
sive profits now accruing to operators of 
certain channels, and to use such recap- 
tured profits to provide program service 
or other stimulants to users of ‘poor’ 
channels or “poor” areas. 

There should be no legal obstacle to 
a recapture of profits. Actually, each sta- 
tion licensee is using public property. 
Some royalty arrangement similar to ar- 
rangements in the case of minerals, oil, 
or timber could be tied into the granting 
of a license. Royalty contracts could pre- 


sumably be written to correlate with 
profits so that no financial disadvantage 
would accrue to operators whose profits 
did not exceed the base from which roy- 
alties started to apply. 

Another approach would be to follow 
the principle of an excess-profits tax, to 
be applied to all stations. Such a tax or 
recapture of profits could be graduated 
in a manner not to discourage enterprise, 
but also not to provide given licensees 
undue competitive advantages over 
others. 

Funds obtained through the recapture 
process could be earmarked for retention 
in the television industry, and used to 
provide assistance of various kinds to en- 
terprisers willing to exploit new televi- 
sion channels and lean market areas. 

Other benefits to the public and to the 
industry might flow from the stimula- 
tion such a plan could give to seasoned 
operators. It is possible, for example, 
that holders of licenses that now return 
excess profits would be encouraged to 
invest more of their profits in program 
development, to experiment with satel- 
lite stations in poor markets, to operate 
subsidiary facilities to broaden the scope 
of their services, and to focus more at- 
tention on public-service operations. 


UNRESTRICTED COMPETITION NOT 

THE SOLUTION 
Competitive opportunities cannot be 
equalized by merely providing an abun- 
dance of channels for every market, 
when channels have unequal potential. 
They have unequal potential both in 
location and in position in the spectrum. 
One of the most vital, natural re- 
sources of the American people is in- 
volved here. Protection of this natural 
resource for all of the people should not 
depend on competition alone for ade- 
quate protection, when scarcity of chan- 
nels and vast variations in profit poten- 

tials among markets exist. 


THE INEQUALITIES OF TELEVISION FRANCHISES 


A CHALLENGE TO ADVERTISING MEN 

Almost the total financial support of 
the television industry comes from ad- 
vertisers. So, advertisers and advertising 
agencies have a real responsibility to 
exercise their influence to keep the in- 
dustry healthy and the public well 
served. 

If nothing is done to stop the wither- 
ing on the vine of UHF television, and 
if new TV entrants into markets con- 


tinue to be barred by lack of channels 
or pre-emption by a favored few, the 
problem becomes increasingly serious. 
The American public should not con- 
tinue to tolerate the exploitation of their 
vital public property, when the financial 
rewards from such exploitation are so 
unevenly distributed and hold no neces- 
sary relation to the benefits rendered the 
public. 
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e JEAN NAMIAS 


data. 


T is sometimes said that if you wish 
I to find out whether someone will buy 
something, just ask him. However, a tab- 
ulation of simple declarations of inten- 
tions is not always an accurate estimate 
of consumer demand, especially for spe- 
cific products or product lines. 

Intention to purchase has a complex 
structure. The nature of a spending unit 
may change. Moreover, a consumer's mo- 
tives, needs, desires, and hopes are com- 
plex and are in continual partial conflict 
with one another. So, even if a question- 
naire ascertains correctly at any given 
time a consumer’s intentions to buy or 
not to buy, unforeseeable events, spon- 
taneous and external, may intervene and 
change those intentions. In other words, 
behavior cannot be predicted definitely 
family by family simply by asking people 
what they will do, or even by inquiring 


© About the Author. Jean Namias is Assistant Professor 
in Economics and Statistics at Adelphi College. For- 
merly she was an Instructor at Brooklyn College, and 
at Fairleigh Dickinson University. Her Ph.D. in Eco- 
nomics is from New York University. 

Dr. Namias has also served on the research staff of 
the National Industrial Conference Board, and as a 
research economist for the Chilean Development Cor- 
poration, an organ of the Chilean Government. 

The author is indebted to Professor W. Edwards 
Deming of New York University; Mr. Stanley Lebergott 
of the Bureau of the Budget; Dr. Homer Jones and 
Miss Mona E. Dingle of the Federal Reserve Board; 
and Professor James N. Morgan of the University of 
Michigan for advice and suggestions. 
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Intentions to Purchase Compared with 
Actual Purchases of Household Durables 


If consumer surveys are to provide management with an adequate 
basis for decision, intention-to-purchase data must be evaluated jointly 
with opinions, attitudes, financial characteristics, and other personal 


The study reported here indicates that consumers who do not plan 
to buy household durable Lape are more consistent in carrying out 
their intentions than those tome 
number of consumers who do not plan to buy change their minds and 
do buy. These and other findings suggest additional ways in which to 
analyze consumer intentions. 


© plan to buy. On the other hand, a 


about some of the characteristics of the 
family. 

However, certain groups of people, 
classifiable by attitudes, or by financial, 
demographic, and family characteristics, 
carry out their intentions to buy more 
than other groups. Intentions to buy, if 
supplemented by certain other ques- 
tions, are much more useful for purposes 
of predicting purchases than raw data 
only on intentions. 


DATA ON INTENTIONS TO BUY 

The data upon which the present 
study is based came from the Survey of 
Consumer Finances interviews in 1952, 
and from reinterviews in 1953, all con- 
ducted by the Survey Research Center 
of the University of Michigan for the 
Board of Governors of the Federal Re- 
serve System. The sample used was a 
probability sample of spending units, 
which represented a cross-section of the 
population of the continental United 
States residing in normal households. 
The sample for the reinterviews encom- 
passed 1,036 spending units selected by 
random methods from the main sample.* 

The present article is restricted to that 
portion of the Survey of Consumer 
Finances that dealt with consumers’ in- 


1 “Methods of the Survey of Consumer Finances,” 
Federal Reserve Bulletin, Vol. 36 (July, 1950), pp. 
795-809. 
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tentions and purchases of durable 
household goods, such as furniture, re- 
frigerators, stoves, washing machines, ra- 
dios, television sets, and household ap- 
pliances. 


REALIZATION OF INTENTIONS TO BUY 


an Comparison Between Those Who Plan to Buy 
and Those Who Do Not Plan to Buy 


Comparison of the answers given in 
the initial interviews with the answers 
in the reinterviews shows that only 54 
per cent of 236 spending units that indi- 
cated intentions to buy certain house- 
hold commodities during 1952 actually 
made the purchases intended, and that 
70 per cent of 800 units that did not plan 
to buy these goods held fast to their in- 
tentions. This suggests that consumers 
who do not plan to buy household dur- 
ables are a more reliable indicator of 
consumer action than those who say that 
they do plan to buy. 

Although a consumer who did plan to 
buy was much more likely to buy than 
one who did not plan to buy, the group 
that did not intend to buy actually did 
the most buying (albeit only 30 per cent 
of 800), because there were so many of 
them. 


(2) Effect of Income 

Positive intention to buy and stability 
of intention were primarily an outcome 
of adequate financial resources. If people 
in higher-income levels planned to buy, 
they were more likely to fulfil their in- 
tentions than low-income people. Con- 
sumers in the income class of $7,500 and 
over carried out their intentions to buy 
in greater proportion than those in the 
lower income class of $3,000 and less. See 
Table 1 on page 28. 

Among those who did not plan to buy, 
the greatest proportion of those who ac- 
tually did not buy was within the in- 
come class of $3,000 and less, also shown 
in Table 1. Evidently people whose in- 
come permitted them to buy usually 
planned to buy, and actually did buy in 
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greater frequency than those people who 
were in a less favorable income position. 


(3) Liquid Assets 

Among the consumers with liquid as- 
sets of $5,000 and over who planned to 
buy, 76 per cent actually did buy house- 
hold durables, compared with 47 per 
cent who had less than $200 in liquid 
assets or no liquid assets at all. Consum- 
ers with high liquid assets were generally 
high-income people who could spend 
either out of their income or out of their 
holdings, or could borrow funds without 
much difficulty. 


(4) Personal Debt 

People who owed a greater proportion 
of their income carried out their inten- 
tions to buy in equal or greater fre- 
quency than any other group. For exam- 
ple, among the consumers who owed 20 
per cent or more of their income, 72 per 
cent who planned to buy actually bought 
household goods. Of those who owed 1 
to 19 per cent of their income, 53 per 
cent followed through in their plans to 
buy, compared with 49 per cent among 
those with no debt. 

It seems, therefore, that a large debt 
in relation to income does not lower the 
probability of buying. This may reflect 
the fact that families with personal debts 
may be at a stage in their life cycle where 
needs and desires are strong to make 
major outlays for household goods. An- 
other possibility is that borrowers fall 
into the group of “natural” spenders.* 


(5) Consumer Attitudes 


Favorable attitudes based on consum- 
ers’ financial position and market condi- 
tions affect buying. As the opinion of 
financial position becomes more favor- 


*L. R. Klein and J. B. Lansing, “Decisions to 
Purchase Consumer Durable Goods,” JOURNAL OF 
MARKETING, Vol. 20 (October, 1955), Pp- 109-132; 
George Katona and Eva Mueller, Consumer Ex- 
pectations, 1953-1956 (Ann Arbor: University of 
Michigan, Institute for Social Research, Survey Re- 
search Center, 1956), p. 40. 
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CHI-SQUARE CALCULATIONS TO DETECT RELATIONSHIPS BETWEEN ACTION 
AND INCOME-CLAss, BY INTENTION TO Buy* 


A. Intention in Early 1952: Plan to Buy 


Action during 1952 


Did buy 


Did not buy 


Observed Calculated 


Income in 195] number 


Observed Calculated 
No. % 


Less than $3,000 
$3,000—$4,999 
$5,000—$7 499 
$7,500 and over 


Total 


30.37 
44.47 
27.12 
26.04 


31 55.4 
37 45.2 
26 52.0 
14 29.2 


108 45.8 


d.f. = $3 


X? = 8.19 


B. Intention in Early 1952: Do Not Plan to Buy 


Action during 1952 


Did buy 


Did not buy 


Observed Calculated 


Income in 1951 number 


Observed 
No. % 


Less than $3,000 
$3,000—$4,999 
$5,000—$7,499 
$7,500 and over 


Total 


94.10 
71.98 
35.99 
33.93 


249 78.1 
156 63.9 
78 63.9 
81 70.4 


564 705 


d.f. = 3 


X? = 16.34 


*The question on income referred to the annual money income received from all sources by the entire spending unit in 


1951, before deduction of taxes. 


The relationships between the characteristics used in the present study were tested for statistical 


significance by the —_ 


square technique. Chi-square (X?) for a table is defined as the sum of (F-C)?/C, where F means the observed frequ 


in a cell, and © the calculated frequency (see any elementary book in statistics). The number of degrees of ieosioen te (dt) 
in a table is the —_- of cells that may take arbitrary frequencies, and still maintain the given marginal totals. A 
value of chi-square is significant if it greatly of degrees of freedom. Tables of chi-square show the 
probability that chi-square will exceed any specified n the ab of a relationship. In the present study, a value 
of chi-square is said to be significant if ite probability le faa 05. 

The published ‘ables of chi-square are based on the multinomial distribution of the frequencies in the cells of the table. 
The actual sample, being confined to primary sampling units, will lead to distributions that are only approximately mul- 


tinomial. The approximation is sufficiently close, however, to permit use of the tables without serious distortion of the con- 


clusions. 


able, the proportion of spending units 
that carried out their intentions to buy 
increased. For example, among those 
who said that they were better off finan- 
cially than the year before, 61 per cent 
planned to buy and bought household 
goods, whereas among those who said 
that they were worse off, only 46 per cent 
planned to buy and bought. 

People with optimistic attitudes about 
market conditions were more likely to 
carry out their intentions to buy, com- 
pared with those people who were less 
optimistic or even pessimistic regarding 
the market conditions. For example, 
among those who thought that it was a 


good time to buy, 58 per cent planned 
to buy and bought household durables; 
but among those who thought it a bad 
time to buy, only 50 per cent planned to 
buy and bought. 


(6) Differences in Residence 

Differences in the proportion of con- 
sumers who catried out their intentions 
to buy a household product varied with 
the size of the ¢ity or area in which they 
resided. The marketing significance is 
illustrated by the fact that 59 per cent 
of the consumers who lived in towns or 
cities with population under 50,000, or 
in the open country area, carried out 
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Total 
No 8% 
45 (54.8 37.53 8 «84.8 
| 24 48.0 22.88 5002 
34708 21.96 48 
128 236 100.0 
Total 
number No. % 
7 219 224.90 319-398 
88 172.02 244805 
44 (36.1 86.01 122 «15S 
4296 81.07 115 144 
236 300 100.0 


their intentions to buy. This compares 
with 56 per cent who lived in larger 
cities, and 47 per cent who lived in big 
cities or in metropolitan areas. 

The variations may be partly ex- 
plained by the type of products pur- 
chased. For instance, purchases of re- 
frigerators were more frequent among 
spending units who resided in the smaller 
cities and towns, compared with larger 
cities or metropolitan areas. This may 
stem from the fact that a refrigerator 
very often comes with an apartment in 
large cities, whereas apartments with or 
without a refrigerator are less common 
in the smaller areas where more people 
own their own homes. Purchase of tele- 


vision sets also was more frequent in ur- 
ban areas. 


(7) Family Structure 
The importance of household charac- 
teristics as a factor in influencing plans 
to buy or not to buy household durable 
goods can be inferred from the propor- 
tions of spending units classified accord- 
ing to family structure. See Table 2. 
The proportion of people who 
planned to buy and actually did buy was 


PURCHASE INTENTIONS COMPARED WITH ACTUAL PURCHASES 


TABLE 2 
FULFILMENT OF PLANS TO Buy HOUSEHOLD DURABLE Goons 


greater among married people under 45 
years of age with children than among 
the married over 45 years of age with 
children. By contrast, the proportion of 
people who did not plan to buy, and did 
not buy, was greater among married peo- 
ple over 45 years of age without children 
than among those under 45, without chil- 
dren. 

Among the unmarried people regard- 
less of age, only 33 per cent of those who 
planned to buy household goods actually 
did so. By contrast, 86 per cent of those 
who did not plan to buy actually did not 
buy. 


MARKETING IMPLICATIONS 
Some of these findings have marketing 
implications of considerable significance 
in connection with purchases of house- 
hold durable goods: 


1) Consumers who say that they do 
not intend to buy a household product 
during a given period seem more likely 
to carry out their negative intentions 
than people who say they do intend to 
buy. Nevertheless, most of the purchases 


Plan to buy Do not plan to buy 
Did not Did not 

Total Did buy buy Total Did buy buy 

Family structure No. % % % No. % % % 
Class I: (two or more adults 
in the spending unit): 
Under no 

children 24 100.0 500 50.0 50 =: 100.0 36.0 64.0 
Under 45, married, with 

children 


Class II: (two or more adults 
in the spending unit): 

Over 45, married, no 
children 44 100.0 

Over 45, married, with 

children 


Class III: 
Unmarried 


Other* 


not classified 


500 500 212 100.0 278 722 


514 486 37.3 62.7 


33.3 66.7 199 100.0 14.1 85.9 


not classified 


* Includes spend 
Finances,”’ Federal 


units with or without children from which husband or wife was absent. See “1952 Survey of Consumer 
eserve Bulletin, Vol. 38 (September, 1952), p. 983, Table 14. 
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are likely to be made by the group of 
consumers who do not plan to buy. 

2) Fulfilment of intention to buy is 
probably, in large measure, predicated 
on income. 

3) The larger the holding of liquid 
assets, the greater seems the probability 
to buy. 

4) The existence of personal debt does 
not seem to deter people from buying. 

5) Consumers who say that they in- 
tend to buy seem more likely to buy if 
they have a favorable attitude about 
their personal financial situations, and 
express optimism about market condi- 
tions. 

6) Consumers who live in towns, 
small cities, or the open country prob- 
ably are more likely to carry out their 
intentions to buy durable household 
goods than are consumers in big cities. 

7) For people under 45, the presence 
of children in the family tends to be 
associated with greater stability of in- 
tention to buy than in other families. 


Other Applications 

The environment that provided the 
basis for predictive relationships within 
different classes of consumers during 
1952-1953 may be somewhat different to- 
day. Also, consumers’ abilities and plans 
to buy may alter in the light of subse- 
quent changes in the general economic 
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situation, business outlook, availability 
of goods, credit, change in income, fam- 
ily characteristics, and attitudes. Obvi- 
ously such factors widen the margin of 
error in the application of the results to 
another time period. 

However, the findings presented lead 
to some interesting applications. They 
suggest the need for better methods by 
which to approximate demand. For in- 
stance, use of the detailed data from the 
consumer survey makes it possible to 
predict which classes of the population 
will predominate in purchases, and 
which classes will not, even though they 
possess or can borrow the necessary pur- 
chasing power. 

Also, the market in terms of identifi- 
able segments of consumer characteris- 
tics may be important in advertising, 
where one wishes to appeal to special 
segments of the mass market large 
enough for individual attention. 

Finally, although intentions appear to 
be a predictor of action for some con- 
sumers within various classes of attitudes 
and characteristics, they are not a pre- 
dictor for all consumers. Failure to find 
positive relationships between intention 
and purchase within certain classes may 
indicate the need for different tech- 
niques of questioning in order to gain a 
better understanding of people’s reasons 
for purchasing or not purchasing. 


Revised Estimates of Food 
Expenditures 


@ MARGUERITE C. BURK 


Probably more attention is given to the developmen? and study of 
food statistics than to those for any other group of consumer goods. 
This is due to the significance of food even in an ‘affluent society," and 
to concern over the agricultural situation in the American economy. 

Most economic analyses of food marketing begin with a review of 
food expenditure data of the U. S. Department of Commerce. But re- 
cent revisions in these data, discussed in this article, may modify our 
ideas considerably about past and future trends. Certainly there ap- 


A a result of incorporating 1954 bench- 
mark data, the Department of Com- 
merce has revised its estimates of U. S. 
food expenditures sharply downward. 
The revision, discussed here, is of inter- 
est to all those concerned with the de- 
mand for farm products and the costs of 
marketing food. 

Responsibilities for statistics on food 
are subdivided among three Federal De- 
partments: Commerce, Agriculture, and 
Labor. The Office of Business Economics 
of the Department of Commerce makes 
the estimates of food expenditures as 
part of its national income accounting, 
and the Bureau of the Census collects 
and reports retail sales data. The Agri- 
cultural Marketing Service of the De- 


®@ About the Author. Marguerite C. Burk has been in 
charge of the work on food consumption of the Bureau 
of Agricultural Economics, now Agricultural Marketing 
Service, since 1944. She has been active in improving 
and publishing the official Government estimates on 
per capita food consumption, and on supply and util- 
ization of farm commodities. 

Miss Burk received her A.B. and M.A. from the Uni- 
versity of Kansas, and her Ph.D. in economics from 
the University of Minnesota. She was principal con- 
sultant for Fortune's 1953 article "The Fabulous Mar- 
ket for Food." She has also received special awards 
from the Washington Chapter of the American Market- 
ing Association, the Department of Agriculture, and 
the American Farm Economic Association; and she was 
among the fifty winners of the 1958 essay contest of 
the Committee on Economic Development. 

The present article presents the views of the author, 
not necessarily those of the Agricultural Marketing 
Service. 


pears to be a continuing decline in the ion of income allocated 
to food and food-marketing services. antes 


partment of Agriculture is responsible 
for estimates of food production and 
consumption, farm-retail price spreads, 
and marketing costs. The Bureau of La- 
bor Statistics of the Department of La- 
bor collects and reports data on urban 
food prices. 

The Department of Agriculture also 
has extensive research and action pro- 
grams in the areas of agricultural pro- 
duction and marketing. Public interest 
in trends in farm income, marketing 
costs, and consumer expenditures for 
food has resulted in frequent demands 
that this Department explain and “‘do 
something” about the widening spread 
between what farmers get and what con- 
sumers pay. 

Since 1948, inconsistencies in the 
trends of Agriculture’s data and those 
of the Department of Commerce have 
developed. These have complicated the 
problems of forecasting future changes 
in the demand for food by both Govern- 
ment and private research groups. The 
revisions in the Commerce data carried 
in U. S. Income and Output, a 1958 sup- 
plement to the Survey of Current Busi- 
ness, have brought the data of the two 
Departments into reasonably consistent 
relationships for the years 1946-56 and 
narrowed the apparent difference be- 
tween measures of farmers’ receipts for 
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food commodities and consumers’ ex- 
penditures for food. 

This article considers the whys and 
wherefores of these recent revisions, and 
their implications for food-marketing 
research. 


RECENT CHANGES IN ESTIMATES 

Description of Changes 

The revisions in the series on food ex- 
penditures, excluding alcoholic bever- 
ages, begin with fractional increases for 
1946 and 1947, then a $1 billion decrease 
for 1948, a $6.6 billion reduction in 1954 
(the benchmark year), and finally a $9 
billion lower figure for 1957. See Table 1. 

The revision in the estimate for 1956 
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from $71.3 billion to $62.2 billion re- 
duced the per capita average from $424 
to $370. It also reduced the increases 
from 1941 to 1956 in per capita food ex- 
penditures from 190 per cent to 153 
per cent, measured in current dollars. 

Practically all of the change was in 
the subseries described as purchases of 
food and beverages for off-premise con- 
sumption. Because the estimates of total 
purchases of alcoholic beverages were 
practically unchanged, it is safe to con- 
clude that the revision was in purchases 
of food for off-premise consumption. 


Benchmer Data 


The Department of Commerce de- 
scribes its general procedure of estimat- 


TABLE | 


DEPARTMENT OF COMMERCE EsTIMATES OF Foop EXPENDITURES, EXCLUDING ALCOHOLIC BEVERAGES 
(1929-57) 


Total food 
uxpenditures 


Food expenditures 
as percentage 
of disposable 
personal income 


Food expenditures 
per capita 


Revised 
1958 
Billion 


Unrevised 
Billion 


Unrevised 


Revised 
1958 


Revised 


Unrevised* 1958” 


dollars dollars 


Dollars 


Dollars Percent Percent 


* Using revised estimates of income for 1946-57 inclusive. 


» Revisions as reported in U. 8. Income and Output, a 1958 supplement to Survey of Current Business, Department of 
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Year 
1929 19.5 160 23.5 
1930 18.0 146 24.2 
; 1931 14.7 119 23.1 
1932 114 91 23.3 
1933 10.9 86 23.6 
1934 12.2 96 23.4 
1935 13.6 107 23.3 
1936 15.2 119 23.0 
1937 16.4 127 23.0 
1938 15.6 120 23.7 
1939 15.7 120 22.3 
1940 16.7 127 22.0 
1941 19.4 146 20.9 
1942 23.7 176 20.2 
1943 27.8 204 20.9 
1944 30.6 221 20.8 
1945 $4.1 244 22.7 
1946 40.4 40.7 286 288 25.2 25.4 
1947 45.6 45.8 316 318 26.8 26.9 
1948 49.4 48.2 337 $29 26.1 25.5 
1949 48.8 46.4 $27 $11 25.7 24.5 
1950 51.0 474 336 313 24.5 22.9 
1951 58.3 53.4 $78 346 25.7 23.5 
1952 614 55.8 391 356 25.7 23.4 
1953 63.0 56.6 395 355 25.0 22.4 
1954 64.3 57.7 396 355 25.0 22.4 
1955 66.9 59.2 405 358 24.4 216 
1956 71.8 62.2 424 370 24.6 21.4 
1957 754 66.4 440 388 24.7 21.8 
— 


REVISED ESTIMATES OF FOOD EXPENDITURES 


ing consumption expenditures for the 
benchmark years, such as 1939, 1947, and 
1954, as the “commodity-flow method.’ 
It starts with the value of production at 
the primary-producer level, and sep- 
arates the parts going directly to con- 
sumers (priced at the marketing level) 
and those processed. The latter are fol- 
lowed through the distributive system 
and valued at final costs to consumers. 

The published components of the esti- 
mates for food and alcoholic beverages 
include: (1) food and alcoholic bever- 
ages bought for off-premise consump- 
tion; (2) purchased meals and beverages; 
(3) food furnished Government (includ- 
ing military) and commercial employees 
(valued at wholesale prices); and (4) food 
produced and consumed on farms (val- 
ued at farm prices). (The latter two com- 
ponents are estimated independently of 
the commodity-flow method.) From the 
total of these components, the Depart- 
ment subtracts its estimates of sales of al- 
coholic beverages to consumers to derive 
the series described as “food expendi- 
tures,” with which this article is con- 
cerned. 


Extrapolation and Interpolation 

Data on food purchased for off-prem- 
ise consumption have been extrapolated 
for years after the benchmarks using sam- 
ple Census data on retail sales of food 
and liquor stores and sales data for State 
liquor monopolies. The series on pur- 
chased meals and beverages was carried 
forward by means of data on sales of eat- 
ing and drinking places. Details for cer- 
tain adjustments and other component 
series are not important here. 

*For further details, see pp. 177-178, Consump- 


tion of Food in the United States, 1909-52 (Wash- 
ington: U. S. Department of Agriculture, Agr. 
Handb. 62, 1953); pp. 103-104 of the 1954 edition 
of National Income (supplement to the Survey of 
Current Business, Washington: U. S. Department 
of Commerce, 1954); pp. 77-79 of U. S. Income and 
Output, 1958 supplement to the Survey of Current 
Business. 


As soon as benchmark data, primarily 
based on the Census of Manufactures, 
supplemented by the Department of Ag- 
riculture food-production estimates and 
data from the Censuses of Wholesale 
Trade and Retail Trade, are available, 
the extrapolated estimates are converted 
to interpolations, again using the retail- 
sales data, except for off-premise sales of 
food in the recent revision. For 1951 and 
1956, a short form of the commodity-flow 
method was used to develop estimates of 
off-premise consumption, using data from 
the annual census survey of manufac- 
tures. Interpolations for 1948-50, 1952- 
53, and 1955 were based on unpublished 
estimates by this writer of the compo- 
nents of the market value of all food con- 
sumed by U. S. civilians, which were 
based on marketing-bill data of the Ag- 
ricultural Marketing Service.” 

Apparently the preliminary 1957 fig- 
ure was estimated primarily from changes 
in retail sales of food stores and of eating 
and drinking places between 1956 and 


1957- 


Factors in Over-Estimate 

The substantial over-estimate of sales 
of food for off-premise consumption since 
1947 apparently resulted principally 
from failure to adjust data on sales of 
retail-food stores sufficiently for the great 
increase in their sales of nonfood items. 
There was also a problem in keeping the 
census sample of retail-food stores in 
line with changes in food distribution. 
While large stores were stepping up their 
sales year after year, many small retail- 
food stores were dropping out. Also, the 
relative importance of direct sales to 
consumers by producers and distributors 

* These data are described on pp. 48 ff., Farm- 
Retail Spreads for Food Products (Washington: 
U. S. Department of Agriculture), Misc. Pub. 741, 
1957. The farm-to-retail store data include estimates 
of aggregate payments to farmers for food products 
for domestic civilian consumption, the retail-store 
cost or value of the food, and the total charges for 
getting it from farmers to consumers. 
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other than retail stores apparently de- 
creased significantly. 


Checks on the Estimates 

The revised estimates have been 
checked as to levels and trends by re- 
searchers in the Agricultural Marketing 
Service using these four sets of data: (1) 
Computations from the farmer’s share 
of the retail value of a market basket of 
food, and comparison of farm value of 
all domestic farm foods with retail cost 
of farm foods; (2) extension of estimates 
of components of the farm-retail food 
marketing bill, that is, labor, transporta- 
tion, profits, and functional components; 
(3) computations based on the value ag- 
gregates of the index of civilian food con- 
sumption; and (4) checks based on the 
1948 Census of Business. 

The maximum variation between the 
Commerce series and data derived under 
(1) and (3) was 5 per cent (in 1950, the 
beginning of the Korean War). In the 
benchmark year 1954 the three series 
were less than 2 per cent apart. 


IMPLICATIONS OF CHANGES FOR 
MARKETING RESEARCH 


Engel’s law holds that higher-income 
people spend a smaller proportion of 
their income for food than do lower-in- 
come people. The popular extension of 
the “law” has been to the effect that, as 
real incomes rise, a smaller percentage 
would be expected to be allocated to 
food. The postwar estimates of food ex- 
penditure appeared to belie this exten- 
sion of the “law.” But the revised Com- 
merce, estimates of food expenditures 
show a definite decrease in the propor- 
tion of income allocated to food since 
1947, as real income per capita increased. 

From study of pre-World War II data 
for the market value and related series 
developed from AMS data, it would ap- 
pear that Commerce data on food ex- 
penditures for 1929-36 may be under- 
estimated. See Figure 1. 

If so, the current proportion of in- 


BILLION 
DOLLARS 


70 


yw wow 


1940 


1950 


@ Commerce data, including noncivilian food, 
taxes, and tips. 

@ AMS data for civilian food, excluding taxes 
and tips. 

A AMS data; Retail value of farm commodities 
sold by farmers for civilian food. 


Ficure 1. Comparison Value Series of 


come allocated to food is substantially 
lower than in the early 1930’s.® 

The revised data yield a very different 
view of postwar competition between 
food and food-marketing services for 
consumers’ dollars. Over-all estimates of 
food marketing costs derived by subtract- 
ing the farm value of food from food ex- 
penditures, as estimated by the Depart- 
ment of Commerce, are sharply reduced 
by the new expenditure data, with the 
farm data unchanged. 

Now that the official series on food 
expenditures are generally in line with 
official data on food production, con- 
sumption, and marketing margins for 
the last twenty years, research outside 
the Department of Agriculture on future 
demand for food and for food-marketing 


*For further consideration of income-food rela- 
tionships, see “Some Analyses of Income-Food Re- 
lationships,” Journal of the American Statistical 
Association, Vol. 53 (December, 1958), pp. 905-927- 
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services should be expedited. Likewise, 
analytical work within the Department 
of Agriculture can move forward more 
readily. 


IMPLICATIONS OF THE REVISION 
The revision in the food-expenditure 
estimates has some broader implications 
too. It shows how even competent and 
experienced statisticians may misinter- 
pret findings from sample surveys. Here, 
a sample survey of retail-food store sales 


was considered to represent sales of food, 
and indications from other data were 
ignored. 

In such a large-scale operation as the 
production of Federal statistical data, 
there must be specialization of function 
between estimation and analysis. This 
reduces the exchange of ideas between 
users and estimators. Certain statisticians 
develop certain estimates year after year 
according to the same formula. Appar- 
ently, familiarity can bring content. 


} ik 
ry 


Forecasting Sales in Underdeveloped 
Countries 


affect demand. 


ETER Drucker has called attention to 

the neglect of marketing in underde- 
veloped countries, in favor of the more 
“glamorous” fields of manufacturing and 
construction. The industrial aspects have 
been high-lighted, even though market- 
ing holds the key to success or failure. 

Poor planning—or lack of planning— 
often has resulted from failure to under- 
stand or to consider marketing problems. 
But it is unfortunate that a lack of co- 
ordination between marketing and pro- 
duction should hamper development 
where resources are limited and where 
every effort should be devoted to obtain- 
ing optimum use of capital, manpower, 
land, and energy. 

The proper use of marketing-research 
techniques can reduce the differences be- 
tween a country’s productive capacity 
and the demand for its production. Of 
course, the techniques must be tailored 


*Peter F. Drucker, “Marketing & Economic De- 
velopment,” JOURNAL OF MARKETING, Vol. 21 (Jan- 


uary, 1958), Pp. 252-259. 


@ About the Author. After a Bachelor's degree in 
chemistry from New York University and graduate 
work in this field at Polytechnic Institute of Brooklyn, 
William Copulsky took a Ph.D. at the Graduate School 
of Business Administration, New York University. 

Since 1951 Dr. Copulsky has been with W. R. Grace 
& Co., where he directs the commercial research de- 
partment. He has traveled extensively in South Amer- 
ica, finding and developing new industrial projects, 
especially in the chemical industry. He has written a 
number of articles and books on chemical marketing 
and marketing research. 
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Sales forecasting in underdeveloped countries is quite different than 
in countries with more mature economies. The keys to forecasting in 
developing countries are an understanding (1) of the phases of eco- 
nomic development that these countries 
impact that each phase has upon demand for various classes o 


The author describes how these phases can be identified and how they 


ss through; and {2) - the 
products. 


especially to structural changes in mar- 
kets. 

Failure to pay greater attention to 
marketing problems in underdeveloped 
countries may be responsible in some part 
for unnecessary overexpansion, misguided 
protectionism, and high-cost plants, all 
of which result in reduced markets. Not 
all underdeveloped countries have suf- 
fered; but closer attention must be given 
to the relationship of marketing devel- 
opment to industrial development of 
productive facilities. 


FIVE PHASES OF ECONOMIC DEVELOPMENT 

In the pre-industrial or commercial 
phase of economic development charac- 
terizing much of Africa, and parts of 
Latin America and Southeast Asia, there 
is no elaborate transformation of mate- 
rials, and almost no use of machines or 
specialized employees. However, there 
are transportation, commerce, and an ex- 
change system. 

In the next phase—the primary manu- 
facturing phase—resources for exports 
are developed. These involve the process- 
ing of metal ores and agricultural prod- 
ucts, such as sugar. Examples of other 
products processed are: rubber in Indo- 
nesia and Malaya, sisal in Tanganyika, 
minerals in northern Rhodesia, and oil 
refineries in the Persian Gulf. 

The third phase of economic develop- 
ment involves production of such non- 
durable and semi-durable consumer fin- 


ished goods as paints, drugs, and textiles. 
Such products usually can be made on a 
relatively small scale, and require low in- 
vestment in relation to output. This en- 
courages local manufacture, although in- 
itially many materials must be imported. 
Others are purchased from the develop- 
ers of the local mineral and agricultural 
resources just referred to. 

In the Belgian Congo, for example, 
the manufacture of sulfuric acid, pow- 
der, and explosives has been initiated to 
supply materials for the exploitation of 
mineral resources, as well as the manu- 
facture of such finished goods as soap. 

In the fourth phase, as exists today in 
the Union of South Africa and Latin 
America, the production of capital goods 
and consumer-durable goods is initiated 
—including such products as automo- 
biles, refrigerators, and machinery. These 
goods create markets for both locally de- 
veloped agricultural and mineral re- 
sources and their derivatives, and the 

‘products of the already established con- 
sumer-goods industries. Automobiles, for 
example, require textiles, paints, and 
other products that are sold to consum- 
ers as well as to industrial users. In this 
phase of the economy, manufacturing 
shifts increasingly from finished non- 
durable and semi-durable consumer goods 
to capital goods and consumer-durable 
goods and their related intermediates. 

At first, production in underdeveloped 
areas is smaller in relation to the total 
economy than in industrial countries, 
because more raw materials such as 
metal ores are exported in relatively un- 
processed form, and because secondary 
manufacturing is often too small to sup- 
port integration. Tires, for example, can 
be made locally on a fraction of the scale 
required to make synthetic rubber. 

In the final phase, as the country 
passes out of the “underdeveloped” sta- 
tus, exports of manufactured products 
become significant. Exports of manufac- 

tured products from underdeveloped 
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countries rarely reach significant volume 
because: (1) industry is growing rapidly 
elsewhere; (2) freight rates are rising 
faster than prices of manufactured prod- 
ucts; and (3) underdeveloped countries 
tend to have higher costs than those pre- 
vailing at world levels. 


PROBLEMS IN FORECASTING 

Underdeveloped countries require new 
attitudes toward marketing research. In 
the highly industrialized countries, mar- 
keting research can discover or observe 
specific sales opportunities or marketing 
channels amidst the complex structure 
of known needs and requirements. But 
in underdeveloped countries, where 
change and progress are much more 
rapid, marketing research must probe 
more deeply into underlying economic 
structures. Here the marketing researcher 
must combine his commercial know-how 
with a broad knowledge of basic eco- 
nomic facts and theory. 

Marketing research in underdeveloped 
countries cannot easily discover or ob- 
serve specific sales possibilities or mar- 
keting channels. The marketing require- 
ments of the underdeveloped country 
are complex and not easily accessible to 
survey. The task is to discover, and per 
haps to define for the first time, the most 
urgent requirements of the developing 
economy. 

In underdeveloped countries, statisti- 
cal data are unreliable or completely 
lacking. Trends are often not observa- 
ble, nor are there many identifiable 
historical patterns. Moreover, the fast 
growth of these economies requires large 
extrapolations in forecasting, making ac- 
curate predictions difficult. 


Historical Analogy 

When estimating demand, useful com- 
parisons may at times be drawn with 
countries at similar past development 
stages and income levels. But this must 
be done with great care, to take into ac- 
count a variety of other influencing pat- 
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terns such as climate and traditional 
consumption patterns. 

In many of the less developed coun- 
tries, markets may be even smaller than 
would be thought from the low figures 
of per capita income. Rarely is the mar- 
ket homogeneous and continuous due to 
natural barriers, lack of transport, and 
communication. 

Colombia, for example, has four major 
population centers, poorly connected by 
ground transportation, and isolated from 
each other by high mountains. Each of 
its four major cities has a different cli- 
mate, population makeup, dialect, and 
mode of living. 

A special condition that should be 
considered in countries such as Libya 
and Indonesia is the long coast line 
which offers easy access to foreign com- 
petition. 


Disposable Real Income 

In rapidly developing countries, his- 
torical patterns are easily broken by 
changes in tastes and variations in rela- 
tive production costs. 

Taking such possible structural changes 
into account, consumer-goods demand 
might be projected on the basis of dis- 
posable real income. But the productive 
process utilizes considerable quantities 
of intermediate goods for which demand 
is affected only indirectly by changes in 
real income. Some intermediate goods 
are very closely linked with final con- 
sumer demand such as pulp, cotton, and 
wool, and to a lesser extent leather, rub- 
ber, and wood. 

Analysis becomes even more complex, 
and structural changes in the market 
more important to anticipate, where 
multiple uses predominate, as with in- 
dustrial chemical products. For instance, 
the demand for caustic soda—a basic 
chemical building block which is sold 
to a variety of industries (rayon, paper, 
textiles, cotton, pharmaceuticals, and 
construction)—is affected not only by the 
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growth of industrial production, but 
also by changes in the structure of pro- 
duction. 


Input-Output Theory 

One applicable forecasting technique, 
although to be used with caution, is the 
input-output technique originated by 
Leontieff.? The amount of data required 
is large and collection costly. Also, most 
input-output data are static; only one 
year or at most a few years of old data 
are available. However, in rapidly devel- 
oping economies, dynamic input-output 
data would be essential to show such 
structural changes, such as movements 
in relative prices and technological in- 
novations. 

The input-output technique was ap- 
plied to Colombia in a study using 
otherwise unpublished 1953 Colombian 
industrial census data in a 16-category 
input-output table. An International 
Cooperation Administration manual spe- 
cifically covers the input-output tech- 
nique as applied to underdeveloped 
countries.* 


FACTORS TO BE CONSIDERED 
IN FORECASTING 


Rate of Industrial Progress 

In underdeveloped countries, progress 
is sporadic, sometimes explosive. Initia- 
tion of secondary manufacturing re- 
quires the creation of supply industries, 
resulting in a burst of activity that tends 
to quiet down when production becomes 
regular. A current example is the con- 
sumer-durable goods industry of Brazil. 
Production of household refrigerators 


*W. Leontieff, Structure of the American Econ- 
omy (New York: Oxford University Press), 1951; 
Hollis B. Chenery, Paul G. Clay*, and Vera Cao- 
pinna, The Structure and Growth of the Italian 
Economy (Rome: Mutual Security Agency, US. 
Government), 1953. 

*Council for Economic and Industry Research, 
How to Select Dynamic Industrial Projects (Wash- 
ington: Office of Industrial Resources International 
Cooperation Administration), 1957; Manual of In- 
dustrial Development with Special Application to 
Latin America (Washington: Foreign Operations 
Administration), 1955. 
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went from 85,000 in 1954 to about 
200,000 in 1958; washing machines from 
36,000 in 1956 to 75,000 in 1958; and 
motor vehicles from 14,000 assembled 
in 1956 to 60,000 assembled in 1958.4 

Obstacles to smooth industrialization 
are many: social problems, lack of trans- 
port facilities, lack of energy, and time 
needed to build and start up plants. 
Wars and depressions also affect local 
industry. World War I provided the first 
major impetus to industrialization iri 
Brazil when imports were cut off. indus- 
trial output rose 45 per cent from 1931 
to 1934, years of depression. During 
World War II, Brazilian industrial out- 
put increased five-fold.® 


Size of the Economy 


Underdeveloped countries may be ar- 
bitrarily classified as “large” that have 
a Gross National Product greater than 
3 per cent of the United States GNP, 
and as “small” with a GNP under 3 per 
cent. 

The GNP level seems to divide into 
two distinct groups. The “large” coun- 
tries probably have reached the stage 
where production of capital goods and 
consumer-durable goods is beginning to 
be significant. In the “small” countries, 
it is doubtful that this will occur in the 
foreseeable future; and industry in these 
countries will concentrate on resources 
development, and finished non-durable 
and semi-durable consumer goods. In 
these “small” countries, such operations 
can probably be economical on a scale 
commensurate with the size of their mar- 
kets. But in the “large” countries, mar- 
kets are large enough to justify both 


* National Foreign Trade Council, Noticias, Vol. 
14, No. 4 (Jan. 28, 1958), p. 6; American Chamber 
of Commerce for Brazil, Information Bulletin, No. 
25, (December 16, 1957), p. 5- 

* George Wythe, Royce A. Wight, and Harold M. 
Midkiff, Brazil (New York: The Twentieth Century 
Fund), 1949; Study of Latin American Countries, 
Senate Report No. 1082, Interim Report of the 
Committee on Banking and Currency, 83rd Con- 
gress, znd Session (Washington: U.S. Govt. Printing 
Office), March 16, 1954. 


FORECASTING SALES IN UNDERDEVELOPED COUNTRIES 


capital and consumer durables as well as 
supplier industries. 


Cost and Price Relationships 

In the initial phases of industrializa- 
tion costs are high as the result of the 
small scale of operations. High tariffs or 
other barriers are required to protect 
these new industries. As markets expand, 
however, relative costs tend to decrease. 
Eventually a closer relationship to world 
prices obtains. Such a condition is de- 
veloping today in such areas as Latin 
America and the Union of South Africa. 

Undue tariff protection for high-cost 
local activities retards industrialization. 
In Egypt a burden is laid on small indus- 
tries using locally produced chemicals 
and metals because these protected in- 
dustries must use high-cost domestic raw 
materials, fuel, and power. 

Costs related to world levels will 
be high in industries requiring large 
amounts of capital, where size of plant 
is comparatively small and where ma- 
terials costs are high due to high local 
production costs, the necessity to import, 
or because of small volumes of produc- 
tion. “Cheap” labor is usually balanced 
out by lower productivity. 


Know-How 

Local manufacturing requires tech- 
nological, managerial, entrepreneurial, 
and inarketing skills and knowledge; and 
often these skills may have to be im- 
ported. 

In addition, countries must invest in 
health, education, and training of work- 
ers for effective industrial progress, as 
well as in physical plant. Without know- 
how and competent people, progress 
cannot be made. 


EXAMPLE OF DEVELOPMENT OF 
CHEMICAL MARKETS 


The parallel development of markets 
and industrial capacity can be illustrated 
by the chemical industry in underde- 
veloped countries. 
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The country passes from the pre-in- 
dustrial or commercial phase to the man- 
ufacturing phase of mineral and agricul- 
tural resource development. Industrial 
inorganic chemicals such as acids and 
alkalies are then the main requirement, 
usually converted from local minerals by 
use of power and fuel. Inorganic chem- 
icals, needed by industries exporting 
processed mineral and agricultural prod- 
ucts, tend to sell in large volume at low 
prices. Therefore, heavy freight costs en- 
courage early growth of local manufac- 
ture of inorganic chemicals. 

In the next phase of economic devel- 
opment, the production of non-durable 
and semi-durable consumer finished 
goods requires both industrial inor- 
ganic and organic carbon compounds. 
These finished goods may be chemical 
in nature, such as paints and drugs, or 
may use chemicals, such as dyes for tex- 
tiles. In any case these organic chemicals 
generally are unchanged in chemical 


structure; they are products of petro- 
leum, natural gas, coal, farm products, 
and inorganic chemicals. 

Finished chemical products for con- 
sumers, and chemicals for finished con- 
sumer goods—such as pharmaceuticals, 
dyes, and paints—usually can be made 
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on a small scale, with low investment 
and high output value. This encourages 
early growth of local manufacture of 
such products. However, this manufac- 
turing is usually not large enough to 
support the production of the low-cost 
bulk organic chemical intermediates re- 
quired. On the other hand, the inorganic 
chemical raw materials required nor- 
mally are available because local manu- 
facturing of these materials has been 
developed in connection with the de- 
velopment of resources. 

Finally, in the “secondary” manufac- 
turing phase of capital goods and con- 
sumer-durable goods—that is, machines, 
antomobiles, refrigerators, etc.—large 
amounts of low-cost bulk organic chem- 
icals are required. For example, auto- 
mobiles need plastics made from organic 
chemicals for molded parts such as tail 
lights, exterior finish, safety-glass inter- 
layer, and tires. By this time raw-ma- 
terial resources for low-cost bulk organic 
chemicals have been developed: steel 
mills with coking by-products, natural 
gas, and petroleum refineries. 

Realistic forecasting then becomes 
possible, when it is understood what 
type of demand is created for the chem- 
ical industry. 
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How to Win or Lose Sales at the 


Point of Purchase 


sales. 


of big-ticket con- 

sumer durables, such as home ap- 
pliances and automobiles, spend huge 
sums on product research and design, on 
market studies, and on advertising and 
sales promotion. Many pride themselves 
on using the latest and most “scientific” 
research methods for determining what 
the public wants, designing products to 
fit these needs, and merchandising their 
products effectively. 

Yet all too often they “miss the boat” 
—as apparently the Ford Motor Com- 
pany did with the Edsel. Why, in view 
of tremendous research expenditures, is 
this true? Why does the consumer too 
often refuse to buy, when according 
to all “scientific” prognostications he 
should buy? 

One clear reason is that most com- 
panies have failed to study what actually 
happens at the point of purchase. They 
have spent millions on determining the 


© About the Author. Dr. Robert N. McMurry is well 
known to most of our readers. He heads the manage- 
ment consulting firm, The McMurry Company. As a 
recognized leader in the field of marketing research, 
Dr. McMurry has made significant contributions through 
the application of the principles and techniques of 
clinical psychology to merchandising problems. 

He received his training at the University of Chicago 
and the University of Vienna, and is a Diplomate of 
the American Board of Examiners in Psychology, by 
whom he has been certified as a Professional Psycholo- 
gist in Industrial Psychology. He is a member of the 
American Marketing Association, the American Sta- 
tistical Association, and the Chicago Psychoanalytic 
Association. 
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A noted marketing consultant spots some serious flaws in the selling 
of "big-ticket" items. Using an actual case history, he shows why better 
research into point-of-pu coded 

Special techniques uncover the real reasons why, once they are in the 
dealer's place of business, many people do not buy. Understanding 
buyers’ motives, doubts, fears, and anxieties helps the manufacturer to 
assure a better buying climate at the point of purchase and to increase 
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most effective techniques and appeals 
for luring the prospect into the dealer’s 
place of business ... but they have 
failed to follow through by studying 
how to get him to buy—and to buy their 
products—once he is inside the store. 

Their “scientific” research has skipped 
the most critical link in the distribution 
chain—the actual buying decision—and 
they are paying for their lack of knowl- 
edge in lost sales. 


THE ROLE OF RESEARCH 

Obviously the success of any given 
product is determined by many influ- 
ences, but not all of these can be an- 
ticipated or controlled. For example, 
there is usually a time lag between the 
first design of the product and its actual 
appearance on the market. Crucial shifts 
in public taste can, therefore, occur after 
the manufacturer's “point of no return” 
has been passed—one of the probable 
factors in the Edsel situation, for in- 
stance. 

But, granting the effect of such im- 
ponderables, there is still room for 
significant improvement in research ef- 
fectiveness. How sound and comprehen- 
sive are many so-called “scientific” mar- 
ket-research and marketing studies? To 
what extent do they really discover what 
the consumer needs and wants, why he 
buys what he does, and most important 
of all why he frequently does not buy 
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what the manufacturer thought he 
would? 

All too often, the answers to these 
questions are quite inaccurately inferred 
from totally inadequate research. 


UNDERSTANDING BUYING DECISIONS 

Buying behavior, especially when the 
expenditure to be made is considerable, 
is highly complex. Costly items are rarely 
bought on impulse; instead the decision 
is weighed very carefully. The purchase 
represents such a sizable investment that 
it is almost certain to be in direct com- 
petition with many other possible uses 
for the available money. It is not just a 
question of which brand or model to 
buy, but whether to buy the item at all. 

To win out in such severe competi- 
tion, a given big-ticket item usually must 
offer satisfactions for several strong needs 
or wants. But these needs and wants are 
rarely conscious. And more than that, 
big-ticket items are often purchased on 
the basis of a joint decision. The largely 
unconscious needs and wants of several 
family members may well influence the 
final decision. 

In designing, promoting, and mer- 
chandising the product, then, allowance 
must be made for a wide variety of in- 
teracting influences: personal, interper- 
sonal, and social. Sound management 
decisions cannot be based on a mere sta- 
tistical “nose counting” of buyers’ stated 
preferences or objections. They cannot 
even be based on a knowledge of the 
true wants and needs of an individual. 
The whole family configuration with all 
its complex interactions must be con- 
sidered, and this demands psychologi- 
cally-oriented research of a high order. 

The following actual case illustrates 
the need and place for psychological (as 
distinct from statistical) research in prod- 
uct design and sales strategy. The prob- 
lems are typical of those encountered in 
the marketing of any big-ticket con- 
sumer durable, whether an automatic 
washer or an automobile. 
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RESEARCHING A KITCHEN RANGE 

The manufacturer of a middle-priced 
line of kitchen ranges wanted to give his 
product maximum appeal, to evaluate 
the attraction of each special feature of 
his stoves, and to determine how dealers 
could best be helped to merchandise his 
line. Most of them carried competing 
lines as well. 


Objectives of Field Research 

To provide the necessary background 
information, a field study was made with 
a representative sample of 250 house- 
wives. The purpose of this survey was to 
answer the following questions: 


(1) What role does cooking play in the life 
of the typical housewife? How does it 
compare with her other responsibilities? 

(2) What is the attitude of the typical 
housewife toward her role as cook in the 
household? What does she like and dis- 
like about it? 

(3) What is the function of the stove as far 
as the housewife is concerned? 

(4) What is the attitude of the housewife 
toward special features on her stove (the 
clock, the light, and the rotisserie)? 

(5) What is the appeal to the housewife of 
a fifth burner, a built-in griddle, etc.? 

(6) What problems confront the housewife 
in the purchase of a particular make 
and model of stove? 

(7) What motivates women to buy a par- 
ticular type of kitchen range? 


The Basic Research Problem 

The major difficulty in studies of this 
sort is that the individual cannot provide 
all the desired answers in response to di- 
rect questions. He can, and will, provide 
answers—but not necessarily valid ones. 
In particular, no one is capable of a truly 
accurate analysis of his own motivations. 
They lie too deeply buried to be ex- 
plored at will. 

Most people regard themselves as in- 
telligent, rational beings. They are con- 
vinced that they always have sound, log- 
ical reasons for everything they do or 
think. Actually, when they feel strongly 


about something, they usually don’t 
really know why they feel as they do. 
But they feel impelled to find a logical 
justification for their feeling. So they 
may offer the first reasonable explana- 
tion (rationalization) which comes to 
mind. Usually they do this in all sin- 
cerity—fully believing the explanation 
themselves. They have no idea that they 
are offering “good” reasons rather than 
“true” ones. 

An individual’s responses to direct 
questions tend, therefore, to reflect not 
so much his own personal motivations as 
the expectations of the culture to which 
he belongs. In short, a housewife’s stated 
reasons for wanting or not wanting a 
stove, for preferring or not preferring 
certain features on it, and for buying or 
not buying it could not be assumed to 
have any necessary relationship to her 
real reasons. Like the “objections” she 
would offer to a salesman, her stated rea- 
sons would be largely rationalizations. 


The Underlying Buying Reasons 

The motivations which lead to the 
decision to buy a new kitchen range are 
far from simple. They often are quite 
unrelated to the normal utilitarian role 
of the stove, and frequently are quite 
unknown to the purchasers themselves. 

Many a housewife feels a strong need 
for a new stove even though her present 
range still functions quite adequately. 
Although she may not realize it, her 
basic buying motivations are often prim- 
itive, infantile, hostile, or aggressive. She 
may need a new stove in order to deny 
her own inadequacies by outdoing her 
neighbors. She may want it in order 
to gratify her show-off tendencies. The 
stove may serve to satisfy her urge to in- 
dulge and pamper herself. Perhaps a 
new stove is necessary in order to “keep 
up with the Joneses”—to conform to 
neighborhood expectancies. Or, again, 
the stove may help to “pay back” her 
husband for having dared to buy a new 
lathe for his home workshop. The pur- 
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chase may even be part of a subtle attack 
on the husband whom she covertly hates 
—an attack aimed at one of his most vul- 
nerable areas, his pocketbook. 

The human psyche consists of a re- 
markable series of “watertight compart- 
ments.” In mental functioning, “the left 
hand does not always know what the 
right hand is doing.” Everyone has im- 
pulses and needs so inconsistent with his 
mental image of himself and so at odds 
with society’s values that he cannot face 
up to them. 

A typical housewife could not admit 
even to herself that she has any of the 
motivations described above. To do so 
would cause unbearable guilt and shame. 
Yet they do exist within her; and they 
often are the true underlying reasons 
for her socially acceptable and, indeed, 
sometimes actually beneficial action of 
buying a new stove. 

To attempt to elicit motivations such 
as these by direct questioning would be 
futile. Even so-called “depth interviews” 
would not succeed. It is not that the re- 
spondent would be uncooperative; she 
would not report her motives because 
she would not—indeed for her own men- 
tal well being, could not—be conscious 
of them. More sophisticated techniques 
must be used to probe for these under- 
lying needs and impulses. 


Circumventing Conscious Control 
Indirect (projective) techniques have 
proved to be necessary in order to elicit 
a respondent’s real motivations. The key 
to the effectiveness of these measures lies 
in the fact that the respondent is never 
asked what he (or she) personally thinks, 
does, or wants. Instead, he is asked to 
describe what someone else might think, 
do, or want in a particular situation. 
People quite readily project (read 
into) these “third-person situations” their 
own needs, wishes, and impulses, includ- 
ing those which they could never face in 
themselves. They feel little or no fear or 
shame when they attribute such impulses 


43 : 
4 
| 
at 
“hy 
| 
= 
5 


44 JOURNAL OF MARKETING 


to a “third person,” because they do not 
recognize that they may actually be re- 
porting their own feelings and needs. 
Thus, projective techniques quite effec- 
tively bypass conscious controls to get 
people to express what they truly need 
and want. 


The Research Methods 

It was recognized at the outset, then, 
that there were three distinct levels of 
response which could be discriminated, 
and that different research methodolo- 


gies would be required to tap various 


levels effectively: 


(1) What the person says—reflecting the sort 
of person he would like others to think 
he is, and revealing little more than 
what he feels is “expected” of someone 
in his position and circumstances. This 
level could be readily tapped by direct 
questions and would be valuable as an 
indicator of social expectancies, but 
could not be relied upon to reveal the 
real reasons for behavior. 

What a person thinks—reflecting those 
needs, wishes, and impulses which are 
not too violently opposed to his own 
self-image, as well as those in line with 
social expectancies of his group. This 
level could be tapped by so-called 
“depth-interviewing” techniques; but, 
since so many rationalizations and self- 
justifications would still be elicited, it 
was of no particular interest to do so. 
What a person wants—reflecting those 
needs which are personally and socially 
acceptable, and also those which are 
not. This level could only be tapped by 
indirect (projective) methods which 
circumvent conscious control. It was of 
vital importance to do so, for here could 
be uncovered the real roots of behavior. 


To fulfill the objectives of the field 
study, a combination of direct and indi- 
rect (projective) methodologies would 
obviously be required, with special em- 
phasis on projectives. 


Comparison of Direct and Projective Responses 
When the interviewing was under- 
taken in the field, the differences be- 


tween the direct responses and those ob- 
tained by projective methods quickly 
became apparent. Direct questions were 
used first. Each woman was asked to in- 
dicate and evaluate her responsibilities 
as a homemaker. Almost without excep- 
tion, the women reported child-care as 
their primary responsibility and privi- 
lege, with the preparation of nourish- 
ing, succulent food to please and sustain 
their families as second in importance 
to them. In short, they were voicing 
their conceptions of the role expected 
of a housewife and mother in the culture 
in which they found themselves. Fur- 
thermore, they were undoubtedly quite 
sincere in these statements. 

However, these same housewives were 
next shown a picture of a woman stand- 
ing before a range bearing an assortment 
of pots and kettles. See Figure 1. Over 
her head was drawn an empty balloon, as 
in a comic picture. When asked, “What 
is this woman (not you) thinking?” the 
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responses were immediate and striking. 
The first woman established the basic 
pattern of the projective responses when 
she said, “She is thinking: ‘another damn 
meal to cook on a hot, greasy stove for an 
insatiable and unappreciative group of 
savages.’ 

Since this respondent apparently had 
no inkling that the sentiments she at- 
tributed to the woman in the picture 
were actually her owa, she felt free to 
express them without reservation. It was 
not she (although the woman in the 
picture was obviously her equivalent) 
who was thinking these non-conformist 
thoughts about her responsibilities and 
her family; it was this stranger, the 
woman in the picture, who was thinking 
them. Thus, through the medium of pro- 
jection the respondent could freely di- 
vulge her own needs, wants, hostilities, 
and anxieties to the interviewer. 


Meaning of Stoves to Housewives 

When the results were all in, they in- 
dicated that the role of the stove to the 
housewife was as follows: 


(1) The stove is one of the instruments (to- 
gether with the refrigerator) through 
which she provides her family with 
food; she sees herself as the nutrient, 
“feeding” mother. 

It provides her with an important 
measure of status as compared to her 
neighbors. 

It offers her an opportunity to be ob- 
viously a “good housekeeper,” by keep- 
ing a spotless stove to impress her 
friends. 


(2) 


(3) 


However, at a deeper level of her 
psyche, the average housewife has a num- 
ber of resentments and doubts, as fol- 
lows: 


(1) Few housewives genuinely like to cook. 
To many it is a bitterly resented chore. 
This, however, is not always recognized 
by the housewife, as it conflicts with her 
conception of herself as the “feeding” 
mother, earning in this manner the love 
of her family. Most housewives are es- 
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pecially troubled by the actual work 
involved; the physical discomfort of 
standing over a hot stove; the problem 
of deciding what to cook; and the fear 
of spoiling the food, thereby forfeiting 
the love of her family and proving that 
she is not fulfilling her role as the “feed- 
ing” mother. 

Most housewives resent the fact that the 
stove is constantly getting dirty. It 
means that she will have the additional 
work of cleaning it; she may be sub- 
jected to criticism by her neighbors as a 
“poor housekeeper”; and she is afraid 
that the burners will clog up, affecting 
the stove’s efficiency as a cooking in- 
strument and creating a safety hazard in 
its use. 

Many a housewife also fears that the 
“features” (the timer, the thermostatic 
control, etc.) will fail her. She wants to 
use them because they make her work 
easier, but she does not entirely trust 
them. She does not understand. how 
they operate, and she feels helpless be- 
fore the “mysteries” they represent. 


(2) 


(3) 


The “ Acceptable" Stove 

Most housewives are also subjected to 
considerable pressures to conform to the 
standards of the group to which they 
belong. The resulting ‘“group-think” 
leads to the formation of a stereotype of 
the acceptable stove. Radical deviations 
from this stereotype cause many house- 
wives to be uncomfortable; they fear to 
be “different.” The stereotype of the ac- 
ceptable stove is somewhat as follows: 


(1) It is white—colored stoves are too dar- 
ing and also suggest dirtiness. 

(2) It has a number of features, for ex- 

ample, a light, a clock, a timer, whose 

value is primarily to lend status to the 

owner. 

It does not have in excess of four burn- 

ers, and has a “work space” on top (elec- 

tric percolator, griddles, etc. eliminate 

the need for a fifth burner). 

It has a large oven (not measured in 

inches, but in such terms as “it holds a 

24-pound turkey”). 

(5) It has no radically unusual features. 

Color, rotisseries, and so on are only for 


(3) 


(4) 
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a small group of dilettantes or “ad- 
vanced thinkers.” 


The American need to conform is 
clearly seen in these attitudes toward 
kitchen stoves. Each housewife wants a 
better stove than any of her neighbors— 
but within a rigidly prescribed frame- 
work. Its individual features may be 
bigger, brighter, gaudier, and more costly 
than those of the neighbors’ ranges; but 
over-all the stove must conform to ac- 
cepted ideas. 


Features For Show, Not For Use 

The influence of social pressure is 
also seen in housewives’ attitudes to- 
ward various features, such as backboard 
lights, clocks, automatic timers, oven 
lights, and thermostatic controls. Gen- 
erally speaking, the features which are 
most influential in inducing the house- 
wife to buy are not the more utilitarian 
ones, but those which have recognized 
status or prestige value. Visible features, 
such as a backboard light, have far 
greater appeal than hidden features, 
such as an oven light. Similarly, a fluores- 
cent light has strong appeal because it is 
known to cost more. 

Moreover, despite their influence on 
buying decisions, the features mentioned 
above are only rarely used once the stove 
is installed. Thirty-nine per cent of the 
housewives frankly stated that a back- 
board light has little or no usefulness 
and only catches dirt. Fifty per cent of 
those with clocks on their stoves said 
that they never use them. 

There are several reasons behind 
these findings. First, the features serve 
their major functions of satisfying the 
purchaser’s needs for display and for 
impressing the neighbors, simply by be- 
ing there. Second, they are not trusted 
to operate properly—the housewife is 
afraid that they might let her down. 
Finally, many women feel guilty if they 
employ such “scientific aids to better 
cooking.” They feel that they are not liv- 
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ing up to the role of a “good cook” —one 
who can prepare succulent meals with- 
out recipes, measuring, or special me- 
chanical aids. Thus, features are im- 
portant in buying decisions. But the 
features are for show and not for use. 


The Buyer's Doubts 

The housewives were also shown pic- 
tures of scenes in which women were 
choosing among varying makes and 
models of stoves, and they were asked 
to indicate what the women were think- 
ing and saying. The findings indicated 
great doubt and anxiety on their part. 
The purchase of a stove, involving as it 
does an expenditure of from $120 to 
$350, necessitates decision of the first 
magnitude for the family. But, quite un- 
like most such major decisions, the pur- 
chase of a stove is usually not a joint 
decision in which other members of the 
family participate directly or even in- 
directly. As visualized by his wife—see 
Figure 2—the typical husband says, 
“Honey you're going to use it, so you 
decide which one you want.” This places 
the sole responsibility for the decision 
on the wife. 

As she stands in the store, the house- 
wife suddenly realizes: (1) She must 
make the decision without support from 
her husband. (2) If she makes a mistake 
she will probably have to live with it for 
a long time because: (a) a stove, once in- 
stalled, is not easy to return; and (b) her 
husband may never let her forget that 
she was the one who made the bad de- 
cision. 

With these realizations, she is beset 
by many doubts, fears, and anxieties: 


(1) Should we, after all, spend the money 
for a stove rather than a television set 
or some other item? 

(2) There are so many makes, so many 
conflicting claims! How can she pos- 
sibly decide which one to buy? 

(3) How can she possibly tell whether the 
standard or the deluxe model is a 
better value? 


‘ 
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This is the range 
I'd like to buy. 


FIGURE 2 


(4) Maybe they can get it cheaper some- 
where else! 

(5) What will her friends and neighbors 
think? 

(6) All these special mechanical features 
look good, but maybe they won’t work 
right. Just think what would happen 
if something went haywire when she 
was having company for dinner! 

(7) Maybe this stove won’t hold up. It’s a 
lot of money for something that might 
not last long. 

(8) She doesn’t really trust a manufac- 
turer’s claims, and a salesman can’t be 
counted on to tell the truth either. 
She wishes she knew some way to get 
the real facts. 

(9) What if she happened to buy a lemon? 
She fears that she will have a hard time 
getting anything done about it. 

(10) She wishes she could get her husband 


to say what he really thinks. Then it 
would really be his decision, and his 
fault if something went wrong. 


These fears, doubts, and anxieties are 
frequently very upsetting. If they are too 
powerful for the woman to cope with, 
she rids herself of them by deciding not 
to buy. 


Overcoming the Buyer's Fears 

If more housewives are to be induced 
to buy, the emphasis in merchandising 
the stove cannot be solely on the product 
and its features. Equal attention must be 
given to overcoming and minimizing 
her fears. They are her real sales “objec- 
tions” and they must be effectively an- 
swered. 

Specifically, the housewife needs and 
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would welcome: (1) A disinterested eval- 
uation of the product by an impartial 
agency. (2) Detailed, factual, simply 
phrased information about the product. 
(3) A means by which the finality of the 
buying decision can be postponed. (4) 
A means by which the risk of possible 
product failure is minimized. (5) Every 
possible help in making the final buying 
decision in the store. 

In other words, the housewife needs 
every possible guidance in making her 
decision. The more clearly her “best 
choice” is indicated to her, that is, the 
more she can safely rely on others to 
make her decision for her, the better are 
the chances that she will buy. 


SPECIFIC APPLICATION OF THE 
RESEARCH FINDINGS 


In keeping with the research out- 
lined above, the stove manufacturer has 
adopted the following program: 


(1) All stoves in the line conform to the 

stereotype of the “acceptable” stove. 
All have large ovens described in terms 
such as, “It will hold a 24-pound 
turkey.” 
The stoves are designed to be just as 
easy to clean and to keep clean look- 
ing as possible. The cleanliness theme 
is stressed in advertising and promo- 
tion. 

(3) A full line of accessories is available 
which are larger, brighter, even gaud- 
ier, than those on any other make of 
stove; and these are featured in ad- 
vertising and promotion (a gold- 
trimmed model is being considered). 

(4) The stoves and all accessories are 
tested by an impartial testing labora- 
tory. Each stove and each accessory will 
soon bear a large inspection tag or 
certificate with the stove’s serial num- 
ber on it to indicate that it, individu- 
ally, has been approved. 

(5) A go-day guarantee on all parts, and 
free replacement of the stove if the 
housewife is not satisfied, are offered. 
Where possible, this policy is backed 
by both the dealer and the manufac- 
turer. 
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(6) An instruction booklet is furnished 
with each stove. It includes not only 
routine instructions but detailed dia- 
grams, pictures, etc., showing how to 
remove the glass from the oven door, 
how to adjust the burners, etc. 

(7) A special cookbook is featured, asso- 
ciated with the stove, and offering sug- 
gestions for making delicious meals 
and avoiding cooking disasters. It 
comes with every stove. Emphasis is 
on the fact that even inexperienced 
cooks can achieve inspired results with 
this stove. 

(8) Arrangements are being made to have 
a generally accepted authority figure 
in the food field sponsor and endorse 
the line. 

(9) A printed statement describing the 
merits of each model has been attached 
to each stove so that in the absence of 
a salesman the shopper can get the 
story. 

(10) A training course for dealer salesmen 
has been prepared to show them how 
to present the line most effectively. It 
covers such materia! as: how to ascer- 
tain the housewife’s needs; how to 
present the story of the line; how to 
answer stated objections in such a way 
that underlying resistances are over- 
come; how to win the housewife’s con- 
fidence as an impartial source of in- 
formation and authority; how to close 
the sale. 


Thus, the manufacturer is taking pos- 
itive action to design and merchandise 
his stoves so as to improve sales. Most 
important, he is not leaving point-of- 
purchase influences to chance. Knowing 
that the housewife needs help in resolv- 
ing her doubts and fears, he is providing 
every assistance and guidance he can 
to encourage her to buy—and to buy one 
of his stoves. 


KEY TO MORE SALES 
As the foregoing example illustrates, 
one key to greater success in merchandis- 
ing big-ticket items lies in the use of 
effective marketing research to deter- 
mine: the role of the product in the 
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user’s life; the real needs which the prod- 
uct must satisfy; and the problems faced 
by the buyer in the retail outlet in de- 
ciding what to purchase. 

This kind of information helps tre- 
mendously in the design of the product, 
and in merchandising it in such a way 
that the prospect is much more likely to 


the more likely is the sale. 
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buy. Major emphasis must always be 
placed on creating an effective buying 
climate at the point of purchase. 

Generally speaking, the more com- 
pletely the buying situation is struc- 
tured, that is, the less the prospect feels 
that she must rely on her own judgment, 
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The Elusive Element in Scientific 


Marketing 


e WALTER WEIR 


purpose. 


” our quest for reliable information 
on which to base marketing plans, 
we must face one inescapable fact: we 
cannot send our researchers into the fu- 
ture. We cannot expect them to collect 
from the beach of time the shells of to- 
morrow’s tide. They can find and collect 
and examine only the jetsam of the pre- 
vious tide or, at best, of the last wave. 
Meanwhile, business girds itself to 
walk tomorrow's beach in search of 
shells it can only hope will be there. Re- 
search can say to it tentatively that, based 
on previous collecting, it is likely that 
shells of a certain nv tber and kind will 
be strewn about, b . it cannot say this 
positively; for it is possible that disturb- 
ances in the deep will leave the beach 
bare or that business may even find there 
a precious Golden Cowrie or a Glory-of- 
the-Seas. But business must set forth 
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Marketing plans are made to quide future action, and research is 
generally employed to provide “clues” as to what the future will be. 
Yet research can do no more than to sift the past. Nevertheless, busi- 
nessmen demand the best assurance they can obtain that their plans 
for the future will be "right." 

Walter Weir believes that the closest approach to reading the future 
is in the creative imagination and the use of “fictions.” Until the social 
sciences improve, he maintains, this is the best means available for the 


largely on a fictive basis, proceeding as 
if tomorrow will be somewhat as yester- 
day, yet aware that tomorrow is never 
exactly as yesterday and that man him- 
self and his changing—and changeable— 
attitudes make for much of the differ- 


ence. 
The attempt to penetrate the future 
has long been a human preoccupation. 


It has led countless people to consult 
oracles and tea leaves; yet oracles have 
seldom provided those who have con- 
sulted them with specific prophecies. Al- 
most always they have dispensed ambig- 
uous advice, which demand interpreta- 
tion, so that their principal contribution 
has been the stimulation of the imagina- 
tion. 

One certainly cannot deny the past. 
And one cannot deny, examining it criti- 
cally, patterns that not only appear there 
but seem to repeat so frequently that one 
can with ease assume the repetition it- 
self will continue. Research, of course, 
proves the Heraclitean contention that, 
although the same pattern seems to re- 
appear, it actually is not the same. One 
cannot put his foot into the same river 
or on the same beach twice. 

One of the lurking dangers in market- 
ing lies in our inclination to lean too 
heavily on the analytical phase, on mar- 
keting research—to assume that because 
we have accumulated facts we necessarily 
have a reliable guide to the future, when 
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actually what we have gathered is only a 
fairly accurate estimate of the past. In- 
creasingly, of course, consumers are be- 
ing asked what they expect to buy, or 
what they want, or what they might pur- 
chase under given conditions. While’ this 
kind of research is future-oriented, the 
responses it elicits bear the impress and 
reflect the influence of the past. Add a 
time lag in the utilization of the find- 
ings, and one can waken to a world as 
baffling as the one to which Rip Van 
Winkle awoke. 

Advertising agencies themselves are 
not necessarily immune to such dangers. 
Examining the evidence of what adver- 
tisers appear to be most avidly seeking, 
for example, many an agency no sooner 
casts its creative role to the winds to es- 
pouse with great ardor what it considers 
to be a marketing philosophy than the 
winds shift and advertisers begin once 
again clamoring for ideas, timely ideas, 
to move merchandise. It must be evident, 
of course, to anyone who can view the 
spectacle dispassionately that, once again, 
the planners have been tricked by time 
and by the changes in the market—actu- 
ally changes in human beings. 


CREATIVITY 

It is this phenomenon which brings 
into focus ‘‘the elusive element in scien- 
tific marketing.” For, in time, all things 
—including human beings—change. But 
when the change occurs, or how drastic 
the change will be, or what new attitude 
or outlook will emerge is difficult to pre- 
dict scientifically—at least at this stage 
in our knowledge of human nature. It 
is possible that, in some distant future, 
the social sciences will be sufficiently ad- 
vanced to make possible accurate predic- 
tion of human behavior within certain 
chronological limits. But at this moment 
in time we are not dealing with an ideal 
situation—we must be practical and 
make use of the most effective instru- 
ment at hand: the creative imagination. 

There seems to exist within the human 


psyche an ability—a weak and difficult 
to arouse but nevertheless a true ability 
—to anticipate more surely than scien- 
tific means yet make possible the fine 
and delicate shells of human aspiration 
one is likely to find on the beach tomor- 
row. This is accomplished, to a large de- 
gree, through the use of fictions which 
the creative mind brings into being, the 
fiction that one is already in tomorrow 
so that he can react as if he actually were. 
The very last thing to be inferred 
from this is that creative people have 
powers that might be called occult. Actu- 
ally the creative mind, reading yesterday 
in a research report, is able—through its 
constant preoccupation with human 
feelings and motives—to imagine into 
being a number of fictitious tomorrows 
from which can then be selected the par- 
ticular tomorrow that seems most plau- 
sible, most reasonable to expect. 
Reference to creative people does not 
mean only copy and art people in adver- 
tising, but also various men of science 
as well as those engaged in the arts. In 
fact, the mathematician, Henri Poincaré, 
has written one of the clearest and most 
stimulating treatises on the creative proc- 
ess I have ever come upon. Not only 
mathematicians and physicists, and sculp- 
tors and artists, but great political lead- 
ers partake of this almost inexplicable 
ability to know what will be “right” for 
tomorrow, to anticipate what the emo- 
tional climate will be and to make 
clear to people what that climate actually 
is. 
The power of leadership lies in that 
very creative ability to build and present 
to the vast and uncritical multitude the 
particular fiction that sums up for its 
members the reality in which they find 
themselves and the hope they have of 
coping with it successfully. Mr. Roose- 
velt’s famous “fear” statement and, of 
course, Sir Winston Churchill's equally 
famous “blood, sweat, toil and tears” 
phrase were such fictions. The people 
who responded to them did so chiefly 
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because, like most of us, they were living, 
as we tend to live, in the past. Their feel- 
ings about the present and the future, as 
ours generally are, were tentative and 
unresolved. The magnificent gift of the 
truly creative person is to be able to ad- 
vance his particular area of activity a 
little further into the unresearched fu- 
ture. And he does this by creating fic- 
tions which conveniently explain the 
unknown to those of us who cannot imag- 
ine it. Actually he does not completely 
anticipate what people want—rather, he 
articulates it for them, and makes clear 
what they need. 

If any criticism can be leveled at pub- 
lic-opinion polls, it is that they might act 
to preven people from attaining what 
they really want and actually need. Un- 
imaginative politicians, taking the re- 
sults of such polls as gospel, might prom- 
ise their constituents exactly what the 
polls indicated they wanted—when that 
was not at all what they really wanted or 
needed. After all, unlike gifted political 
leaders, polls and pollsters alike tend to 
lack creative imagination, the fiction- 
building ability, to arouse in the elector- 
ate its deepest and most moving feelings 
and convictions. 

Perhaps the polls did not go wrong in 
1948—Mr. Truman simply happened to 
exhibit greater creative salesmanship 
than Mr. Dewey, who put too high a 
value on “marketing research.” Just as 
Mr. Dewey was defeated in part by too 
hopeful a reliance on research, so we can 
be defeated in our marketing efforts if 
we spend too much time in fact-finding 
and too little in fiction-building. For the 
facts of research are not unlike countable 
graves of once alive and vibrant feelings 
which no longer exist and no longer 
exert any influence, having been replaced 
by newer and different feelings—such 
feelings as distinguish 1959 from 1955, 
and 1955 from 1951. Counting such 
headstones can tell us how many people 
have died at particular ages, but cannot 
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help us prolong life or overcome epi- 
demics. 

In the May 24, 1958, issue of The Sat- 
urday Review, Wallace Stegner brings 
new insight to the distinction between 
science and art—or technology and the 
creative process. “What anyone who 
speaks for art must be prepared to as- 
sert,” Stegner says, “is the validity of 
nonscientific experience and the serious- 
ness of nonverifiable insight. . . . The 
artist . . . is a lens to see through... . 
The proof of art . . . is in the response. 
. . » Any work of art is the product of a 
total human being commenting with his 
total understanding on experiences that 
with luck may become symbolically rep- 
resentative of larger experiences, even 
of all experience.” 

The elusive element in any human en- 
deavor is creative insight, inspired im- 
agination. Can it be denied that this is 
also the elusive element—indeed, the in- 
dispensable, the essential, the decisive 
element—in scientific marketing? For, un- 
less full communication is attained—un- 
less product, package, price, salesman, 
advertising, point-of-sale display, and 
dealer all “make sense” to the consumer 
—then the marketing plan, no matter 
how many pages it covers, does not func- 
tion at full efficiency. 


APPLICATION TO MARKETING 

How does the marketer capture this 
elusive element? And how can he be sure, 
if he does succeed in capturing it, that 
it has provided him with the right fic- 
tion, the true insight? The way to cap- 
ture it, of course, is to recognize its valid- 
ity, its importance, its indispensability. 
As for being sure, this must come from 
within—it cannot come from the most 
carefully assembled facts. ; 

It must come from a conviction that 
what one is doing is of benefit to one’s 
fellow man; it must come from courage 
and the willingness to take a risk; it must 
come from enthusiasm, from delight in 
persistence; it must come from the con- 
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centration of all of one’s energy and im- 
agination toward the attainment of the 
goal. And, of course, it must come from 
the establishment of the goal itself. 

It is a human, not a mechanical factor. 
It is put into operation by belief. Its 
principal enemy is fear, which smothers 
it. And its chief nutrients, besides belief, 
are blood, sweat, toil, and tears. In short, 
the elusive element in scientific market- 
ing is pretty much the same as the elu- 
sive element in successful living. Since 
marketing is a human activity, and part 
of our way of life, this should not be too 
surprising. 

In the introduction to his book, Of 
Stars and Men, the eminent astronomer, 
Harlow Shapley writes: “A survey of the 
relevant knowledge that the inquiring 
mind of man has brought to light. . . 
leads to speculative meditation, to a 
dreaming built out of wonderment.”* 
This meditation, this dreaming, is the 
essential spirit of creativity. It undoubt- 
edly feeds on research, on inquiry, and 
on what research and inquiry turn up. 
How it makes use of them, no one has 
yet explained so clearly as to enable any- 
one to become creative at will. But the 
results of creativity clearly indicate an 
orderly process of some kind. 

In this connection, discussing the crea- 
tion and development of the universe 
from chaos to order, Shapley says: “Chaos 
is but unperceived order; it is a word 
indicating the limitations of the human 
mind and the paucity of observational 


1 Harlow Shapley, Of Stars and Men (New York: 
Beacon Press, 1958), p. 1. 
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facts. The words ‘chaos,’ ‘accidental,’ 
‘chance,’ ‘unpredictable,’ are conven- 
iences behind which we hide our ignor- 
ance.”? As we delve deeper into and ex- 
amine more critically the function called 
the creative process—the elusive element 
in scientific marketing—we shall quite 
probably find that, like all creation, it is 
essentially a progression from chaos to 
order . . . with the order inherent in 
the original chaos to an extent we are 
not now either able to perceive or, all 
too frequently, inclined to believe. 

Yet it is out of this, the creative chaos, 
that orderly marketing emerges—market- 
ing that is successful because it builds 
wants by anticipating needs. More than 
ever before this elusive element must be 
called on, for, more than ever before, to 
market effectively we must plan over 
longer and longer periods. And the fur- 
ther we plan into the future, the more 
we must rely on creative imagination— 
and call into being the fictions without 
which we cannot project, we cannot an- 
ticipate. 

Indeed, in the very act of correctly 
imagining the future, the creative im- 
agination (sometimes slowly, sometimes 
with surprising speed) brings it into be- 
ing. And so this elusive element, this in- 
explicable element, this creator of fic- 
tions creates the reality which research 
can then examine, at its leisure, and pro- 
nounce real and sound and tangible 

. while the elusive element is already 
at work bringing a still more distant fu- 
ture into being. 


* Same reference, p. 63. 
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Retailing in Brazil 


@ DONALD A. TAYLOR 


This article examines the kinds of retail establishments in Brazil, and 
changes in the level of retail sales. The material is based on firsthand 
observations by the author. 


HERE are three significant aspects of 
in Brazil. First, the types of 
retail establishments in the large metro- 
politan centers resemble those in the 
United States, although in small towns 
in the interior the degree of retail spe- 
cialization is not as far advanced as in 
U.S. communities of comparable size. 
Second, increases in retail sales, although 
substantial, are not as great as generally 
believed. Third, the number of retail es- 
tablishments is both nationally and re- 
gionally in balance with general eco- 
nomic conditions. 


TYPES OF RETAILING 
General, Limited-Line, and Specialty Stores 

The types of retail establishments that 
have developed in Brazil can be traced, 
as in the United States, to demographic 
and economic factors. In sparsely pop- 
ulated areas the only type of retail es- 
tablishment to be found is something 
similar to our general store, especially as 
to variety of merchandise, that is, hard- 
ware, food, and textiles. 

But in appearance and method of op- 
eration some differences exist. Physically 
these stores are cement or adobe struc- 
tures facing directly on the street, with 
a single entrance. Display windows are 
virtually nonexistent. The interior is 
poorly lighted. Merchandise is stacked 
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on the floor, on shelves covering the en- 
tire wall, or hung from the ceiling. 

Haggling is an important process, and 
price is the main element in the ex- 
change, if competition exists. Many al- 
legations are made concerning the con- 
dition of the merchandise, but it cannot 
be concluded that any effort is made to 
sell product characteristics. Haggling is 
not found in those communities in which 
there is only one outlet. 

If the area in which the community 
is located is prosperous, two or three 
general stores may be found; but, if the 
community is located in a depressed eco- 
nomic area, only one outlet serves the 
entire community. A large part of the 
trade done by these general stores is on 
a credit basis. Since the communities in 
which they are found are in agricultural 
regions, payment must wait for the har- 
vest. In the Amazon Valley region, al- 
most a barter system is used in carrying 
on trade. The rubber collector or manioc 
farmer trades his produce at the general 
store for food and other manufactured 
goods. Advances are made in goods prior 
to the harvest, and the settler in this re- 
gion is constantly in debt to the local 
retailer. 

Another variation in the general store 
can be found in the “‘fazenda” or planta- 
tion-owned store. Many fazendas employ 
as many as two thousand workers who 
live in small villages on the fazenda. In 
an effort to reduce prices for employees, 
the owners offer necessities through their 
own retail outlets. These are like large 
warehouses, stocking only the bare essen- 
tials. All purchases are on a credit basis, 
and the employee is never out of debt 
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to the employer. Frequently the objec- 
tive of lower prices is not achieved. 

In the larger towns and cities the gen- 
eral store has specialized, and the limited- 
line store may be found. The grocery 
store, the textile store, and the hardware 
store are very much in evidence. Usu- 
ally such stores have completely open 
fronts, with either iron grates or wooden 
shutters which are used at night for pro- 
tection. Each morning attractive dispiays 
are arranged, and the appearance of the 
outlet is greatly improved over the typi- 
cal general store. The limited-line stores 
are usually tidy in appearance, and the 
natural light from the open front dis- 
plays the merchandise to advantage. Since 
competition is always present, haggling 
is prevalent. Still, there is more of an at- 
tempt to sell product quality, and the 
level of salesmanship is improved over 
the typical general store. 

The general store and limited-line 
store are the most important types of re- 
tail outlets in Brazil. Although there is 
no count of retail establishments by 
type, the fact that approximately 63 per 
cent of the population are classed as 
rural dwellers would place the general 
store in an important position numeri- 
cally. 

Furthermore, of the 5,379 urban com- 
munities in Brazil, 4,898 have less than 
five thousand inhabitants. A large num- 
ber of these communities have one thou- 
sand inhabitants or less, and the general 
store is the only kind of outlet found. 

The existence of the limited-line store 
is dependent on the size and the eco- 
nomic level of the community. In gen- 
eral, the limited-line store may be found 
in communities of two thousand or more. 

Further specialization is found in the 
large metropolitan centers, especially for 
products such as candy, umbrellas, shoes, 
men’s shirts, women’s lingerie, mourn- 
ing clothes, and picture frames. Specialty 
stores are found in large numbers in the 


outlying shopping districts, as well as 
in downtown locations. 

The depth of stock in outlying stores 
is very thin. In many cases the stores are 
located in the fronts of houses, and sell- 
ing space is approximately 100 to 150 
square feet. Specialization in such loca- 
tions is not economical, and the store- 
mortality rate is high. There is not 
enough traffic to warrant such specialty 
stores, and the prospect of failure is 
present in outlet after outlet. However, 
new entrants constantly appear, and the 
pattern seems to continue without much 
change. 


Department Stores 

Department stores in the larger cities 
are organized on much the same basis as 
in the United States. Their cost struc- 
ture includes rather high operational 
costs due to the multiplicity of services 
rendered. 

Methods for handling a transaction 
create an additional cost burden. The 
merchandise is sold to the customer by 
the sales clerk, who writes up the bill- 
of-sale. The customer then walks to the 
cashier and pays for the merchandise. 
In the meantime, the sales clerk takes 
the merchandise to a wrapping counter 
or sends it there with a runner, and the 
customer must claim the merchandise 
there with a “paid” bill-of-sale. Three 
and sometimes four people are required 
to complete a transaction. Frequent wait- 
ing by the customer at each stage greatly 
reduces sales. The practice has its origin 
in a desire to control the handling of 
cash, and in the shortage of personnel 
with ability to make change. 


Supermarkets 

Even the supermarket has found its 
way to Brazil. The first one was opened 
in Sao Paulo in 1953. Today there are 
twelve in Sado Paulo, six in Rio de Ja- 
neiro, two in Salvador, and four in Porto 
Alegre. The fact that the first super- 
market was opened by an American 
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businessman may indicate that it is sim- 
ply a transplant of a successful method 
of retailing. 

The supermarket in Brazil resembles 
its American counterpart in two respects. 
First, self service is used throughout. One 
of the major areas of concern in the be- 
ginning was the adaptability of the 
Brazilian consumer to the self-service 
method. Although the transition is far 
from complete, the number of small re- 
tailers in Sao Paulo and Rio de Janeiro 
who have converted to self service would 
indicate that the Brazilian consumer is 
accepting this method. 

Second, the lines of merchandise han- 
dled are very much like those handled 
by the supermarket in the United States. 
Complete assortments of dry groceries, 
fresh fruits and vegetables, pre-packaged 
meats, beverages, health and beauty aids, 
and small houseware items are offered. 

The supermarket in Brazil differs from 
its counterpart in the United States in 
two respects. First, price is not a ma- 
jor competitive weapon. Supermarkets 
charge higher prices than do the smaller 
independents, and there has been almost 
no attempt to secure increased volume 
through price appeal. However, there is 
evidence that this condition may be 
weakening. 

In Sado Paulo in 1957 a large super- 
market opened, offering food items at 
greatly reduced prices. Other supermar- 
kets refused to compete, and tried to 
coerce suppliers into refusing to supply 
the price cutter. Amid cries of unfair 
competition and demands for protective 
legislation, another supermarket opened 
its doors in direct competition with the 
initiator. 

Second, the Brazilian supermarket is 
usually located in the center of the city 
or the secondary shopping districts, 
rather than in the outlying residential 
districts. This undoubtedly can be at- 
tributed to the low per capita ownership 
of automobiles. 
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Door-to-door Selling and the Feira 

Two other forms of retailing are im- 
portant in Brazil. The volume of goods 
moved by door-to-door selling is very 
large. Textiles, Venetian blinds, fresh 
fruits and vegetables, chickens and eggs, 
as well as services such as knife sharpen- 
ing and kitchen-utensil repair, can be 
purchased at the door. 

The other major form of retailing is 
the “feira.” This is a traveling market, 
made up of a large number of independ- 
ent vendors who set up portable stalls 
in the early morning hours, conduct busi- 
ness all morning, and dismantle the en- 
tire market by noon. 

Each section of a city has a feira on 
two or three days of the week. A vendor 
may operate regularly in three sections 
of the city, moving from section to sec- 
tion on the designated days for each sec- 
tion. Consequently, a single vendor may 
operate seven days a week. Among the 
stalls may be found complete assortments 
of dry groceries, fresh fruits and vegeta- 
bles, meats, dry goods, clothing, leather 
goods, housewares, and miscellaneous 
novelties. Since the vendors operate with 
a minimum of overhead, prices are lower . 
than can be found in the traditional re- 
tail establishment. 


SIZE OF RETAIL SALES 

The most recent reported statistics on 
retail trade are for 1950, yet the data did 
not become available until 1956. Al- 
though change has taken place, these 
data are useful if used only for compar- 
ing retail trends between 1940 and 1950. 
They have been used very effectively by 
some Brazilian companies. In contrast, 
some companies have relied on sheer 
guess as to national and regional trends 
in retailing and have embarked on over- 
enthusiastic programs, which have iad 
discouraging results. 

Analysis of the data reveals two find- 
ings. First, the increase in retail sales 
between 1940 and 1950, although sub- 
stantial, is not phenomenal. Second, the 
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increase in number of retail stores has 
occurred both regionally and nationally 
in balance with the increase in retail 
sales—one measure of economic condi- 
tions. 

Retail sales in 1950 were estimated 
at Cr$63,205, million, or 37.8 per cent of 
disposable personal income of Cr$167,- 
200 million. Sales totals were probably 
underestimated by failure to include 
those retailing transactions made by door- 
to-door selling organizations and those 
made in the feira. In addition, since ap- 
proximately one-half of the total labor 
force of 17,336,000 employed was in 
agriculture, a large part of their needs 
are met through retail outlets on the 
large plantations or through individual 
cultivation. 

Since retail sales in 1940 were only 
Cr$8,088 million, between 1940 and 
1950 there was a gross gain of 681 per 
cent. However, adjusted for inflation, 
the physical increase amounted to only 
79.6 per cent.’ Adjusted for population 
increases, the net gain in consumer par- 
ticipation in retail trade during this 
period was 41.9 per cent.? 

One measure of the extent by which 
retailing in Brazil has developed in line 
with general economic conditions is the 
relationship of retailing indexes to pop- 
ulation densities. A coefficient of approx- 
imately .go exists between the number 
of retail establishments and population 
by geographic region.* Although this is 
true for the country as a whole, in some 
regions the proportion of total retail es- 
tablishments bears a closer relationship 


* Although no cost-of-living index is available for 
Brazil, the index for the city of Sao Paulo was used 
to get an estimate of the actual increase. The 1950 
retail sales figure was deflated by applying the 1950 
cost-of-living index for the city of Sao Paulo of 
485-4 (1939 = 100). 

*The adjustment for population increases was 
made by calculating the percentage increase of per 
capita retail sales. Per capita retail sales in 1940 
were Cr$196.74, and in 1950, Cr$279.30. 

* These series may be compiled from data avail- 
able in the Annuario Estatistico do Brasil, 1955, 
Conselho Nacional de Estatistica. 


to the proportion of total population 
than does the proportion of total retail 
sales. 

In regions of lower economic level, 
the number of establishments follows 
density of population without regard for 
the quality of that population in terms 
of purchasing power. 

The relationship between increases 
in retail establishments and increases in 
retail sales is a significant measure of the 
way in which the retail structure has de- 
veloped. To accommodate the 79.6 per 
cent gain in the total quantity of goods 
moved, between 1940 and 1950, the 
number of establishments increased from 
160,687 to 247,568, or 54.07 per cent. 

In certain lines much of the greater 
volume was absorbed by existing estab- 
lishments, and in other lines by a large 
growth in the number of establishments. 
For “vehicles and accessories” there were 
gains of 87.7 per cent in retail sales and 
203 per cent in number of establish- 
ments, resulting in a decrease of 38.1 per 
cent in sales per establishment. On the 
other hand, in “chemicals and pharma- 
ceuticals” there were advances of 91.5 
and 29.7 per cent respectively, with a 
consequent 47.5 per cent increase in 
sales per establishment. 

Regionally the pattern is somewhat 
different. In the Northern region, for 
example, retail sales have increased more 
rapidly than gains in retail establish- 
ments, whereas in the Southern region 
the rate of increase in establishments is 
much closer to the rate of growth in re- 
tail sales. These differences are not due 
to poor management but to differing 
characteristics between the two regions. 

In the Northern region, the general 
topography and accessibility make for 
thin concentrations of population. The 
Northern region, composed of six states, 
has a population of only two million, 
or 3.4 per cent of the total population. 
In addition, the economic level of the 
Northern region is low, and sales per 
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establishment are likewise low. Any in- 
crease in sales at the present time is easily 
absorbed by existing establishments. 
Also, the state of regional development 
has an influence. The general business 
atmosphere in the Northern region is 
not conducive to the creation of new 
outlets; and the lack of adequate trans- 
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portation facilities seriously limits the 
availability of merchandise. 

All of these factors are present “in re- 
verse” in the Southern region, and to a 
lesser extent in the remaining sections 
of the country. In the Southern region 
all factors contribute to a more rapid de- 
velopment of the retail structure. 
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The Forum... 


ROBERT FERBER, Editor 
University of Illinois 


upon 


RECENT article in the JOURNAL OF Mar- 

KETING raised the question, “Why Not 
Promote the Marketing-Research Manager?” 
and cited several examples of how market- 
ing-research people have gone on to bigger 
and better positions.! Arguing both in logic 
and in the Horatio Alger tradition, that 
article may prove to be one of the most 
popular ever presented in this JOURNAL. It 
has probably been brought to the attention 
of an unusually large number of company 
presidents and board members! 

Yet some marketing researchers may dis- 
pute the point of view expressed, contend- 
ing that it goes counter to the long-term 
best interests of the marketing-research 
function. Although marketing-research po- 


+See Jack O. Vance, “Why Not Promote the 
Marketing-Research Manager?,” JOURNAL OF MARKET- 
ING, Vol. 23 (January, 1959), pp- 253-256. 


© About the Author. Stanley L. Payne is one of the 
confirmed researchers of whom he writes. A long-time 
survey practitioner, he is president of Interview Re- 
search Institute, division of Market Research Corpora- 
tion of America. His book, The Art of Asking Questions 
(Princeton: Princeton University Press, 1951), is the 
only volume ever written on question wording for sur- 
veys. 


Should the Marketing-Research 
Manager Be Promoted? 


e STANLEY L. PAYNE 


Voiced here is a strong dissent to the view that the 
search manager should be promoted to broader responsibilities. 
Not all marketing researchers want to leave research. Some look 


their work as a calling, and consider it demeaning to marketing 
research to treat it as a line function. 


sitions. may be thought of by others as 
stepping stones to better things, these dedi- 
cated researchers may seriously question 
whether there are any “better” things. They 
may prefer instead to look upon marketing 
research as a calling or profession, which 
deserves to be recognized as worthy of high 
regard (and commensurate compensation) 
in its own right. 

They think of marketing research as a 
scientific pursuit, and of marketing re- 
searchers as scientists. They consider other 
marketing functions relatively unscientific. 

To use the analogy of a somewhat better 
accepted profession, no one suggests an arti- 
cle on “Why Not Promote the Company 
Physician?” This is not to claim that mar- 
keting research has the same status as medi- 
cine, but only to point out that some 
researchers hope that it may achieve accept- 
ance as a profession, or at least as a spe- 
cialty. 

In other words, it may be more important 
to “promote” marketing research than to 
promote marketing-research managers. 

It is not necessarily lack of ambition that 
causes some researchers to prefer to con- 
tinue doing research rather than to become 
sales managers or account executives, or 
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even move to higher positions to which 
these jobs may lead. It is more that these 
researchers lack interest in these other lines 
of work. 

Nor is it implied that researchers should 
be proscribed from going into other fields 
and from becoming officers of their com- 
panies if they have the capabilities and de- 
sires. The fact that a former statistician 
once became president of AT&T can be 
boasted by statisticians, without aspiring to 
become company presidents themselves. 
One researcher has said that in his opinion 
the highest sounding title a company can 
bestow is that of Research Director. 

A good research man has different char- 
acteristics and values from successful per- 
sons in most other pursuits. He is not al- 
ways a man of quick decision and action, 
but more likely a careful thinker who 
usually looks twice before he leaps. Most 
of the persons who today are recognized as 
top researchers would be miscast as sales 
managers, advertising managers, editors, 
public-relations men, or politicians, and 
definitely would not seek such work even 
though their research itself can be very con- 
structive in these fields. Some of these top 
researchers do sit as directors of corpora- 
tions, however, where their research-ori- 
ented counsel may be of real worth. 


Some years ago a large research firm sub- 


jected all of its research personnel to a day- 
long series of psychological tests. When the 
wheat was all sorted from the chaff, it was 
learned that top-flight researchers there dif- 
fered significantly from the rest in two im- 
portant respects. The best researchers 
showed (1) a higher order of intelligence 
and (2) a stronger inclination toward 
skepticism. 

Of these two characteristics, researchers 
do not have a corner on inteiligence; but 
they are the doubters, the curious ones, the 
testers, the ones who question. They are not 
given to snap judgments. This is also a 
basic difference—or at least a substantial dif- 
ference in degree—between them and peo- 
ple in many other occupations. 

Yet the differences between researchers 
and other people are not always recognized. 
One evidence of this lack of awareness is 
seen in companies which are in the process 
of establishing marketing-research divisions. 


In the decision of whether to hire a research 
man and teach hia the intricacies of the 
particular company and industry or to 
transfer a present employee into the re- 
search seat, too often they make the latter 
choice. In other words, they consider train- 
ing and experience with the company as 
more important than inclination, training, 
and experience in research. Their basic . 
reasoning is that it is more difficult to learn 
about the company than it is to become a 
research man. 

Such a choice relegates the research func- 
tion to a rather low, anyone-can-do-it, job. 
Experienced research people generally con- 
sider this a mistake in management's evalu- 
ation of the two kinds of experience. Some 
even argue that there are advantages in 
choosing a person who knows nothing 
about the industry over one who knows all 
about it. They say that a researcher has to 
protect his objectivity and strive for detach- 
ment, and that in his case conformity is not 
a virtue. 

And in many companies it is assumed 
that the inexperienced person who has just 
been dubbed “research manager” thereby 
becomes a qualified researcher. The com- 
pany now has a marketing-research depart- 
ment, and that is that. 

Whether this marketing-research man- 
ager realizes it or not, he needs the help and 
counsel of experienced researchers. Yet he 
seldom gets their aid, because within his 
company it is not politic to admit his short- 
comings—that the title has not really made 
him a researcher. Strangely enough, outside 
research consultants find that they are 
called in for counsel much more often by 
experienced research directors than by in- 
experienced ones. 

Even the location of marketing research 
on the organizational chart can be an im- 
portant factor in its acceptance as a pro- 
fession. If, as is so often the case, marketing 
research reports to the sales manager, it 
may be underrated and restricted in scope. 
In such cases, it is only natural that the 
marketing-research manager may aspire to 
become sales manager instead of continuing 
as a researcher. Furthermore, a capable re- 
searcher may feel constricted in such a situ- 
ation, since inevitably some of his findings 
will contradict the sales manager’s tenets. 
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To achieve credit as a specialty or profes- 
sion, therefore, marketing research needs to 
be set up as a central staff function. 

Not all marketing researchers seek pro- 
motion to other positions. Indeed, some of 
them believe that research brings its own 


rewards. The “stepping-stone” philosophy, 
with continuing transfers from research to 
other functions, not only can do serious 
damage to the stature of research but also 
may greatly limit its value to the companies 
it is meant to serve. 


On the Nature of Specialty Goods 


e DAVID J. LUCK 


convenience, and s 


has been relegat 


ICHARD H. Hotton has concluded that 
R' there is a clear distinction between 
shopping and consumer goods, on the basis 
of the consumer’s evaluation of the gains 
that might be made in shopping for quality 
or price. With his analysis of shopping and 
convenience goods, this writer agrees. 

However, Professor Holton is skeptical 
whether specialty goods can be sufficiently 
common to have any significance in market- 
ing theory; and he finds support in the re- 
port of the American Marketing Associa- 
tion’s Definition Committee of 1948, which 
mentioned doubts “as to whether the dis- 
tinction between shopping goods and spe- 
cialty goods is any longer valid or useful.’’? 


Richard H. Holton, “The Distinctions Between 
Convenience Goods, Shopping Goods, and Specialty 
Goods,” JOURNAL OF MARKETING, Vol. 3 (July, 1958) 
PP- 53°56. 

*American Marketing Association, “Report of 
the Definitions Committee,” JOURNAL OF MARKETING, 
Vol. 13 (October, 1948), pp. 202-217, p. 206. 


@ About the Author. David J. Luck, Professor of Mar- 
keting at Michigan State University, received his A.B. 
from Dartmouth College, his M.B.A. from the Univer- 
sity of Pennsylvania, and his Ph.D. from the University 
of Texas. He has taught also at the University of 
Texas and the University of Illinois. 

Dr. Luck directed the Bureau of Economic and Busi- 
ness Research at Michigan State University from 1950 
to 1957. During 1957-58 he served as research co- 
ordinator at the Ford Motor Company and also has 
been consultant in various research projects. He co- 
authored (with Hugh G. Wales) the textbook Markef- 
ing Research (Prentice-Hall Inc., 1952) and has written 
numerous articles and research monographs. 


Among the three classic categories of consumers’ goods—shopping, 
ialty goods—the "specialty" category sometimes 
to minor importance. 
This article vigorously defends the primary importance of specialty 
goods in marketing theory. Four different aor do are given as evidence. 


With that statement, and with Holton’s 


denial of specialty goods’ significance, the 
present writer takes sharp issue. 


THE CASE AGAINST SPECIALTY GOODS 

The three classic categories of consumer 
goods were conceived by Melvin T. Cope- 
land.* In the Definitions Committee's re- 
port in 1948, specialty goods were described 
as those “on which a significant group of 
buyers characteristically insists and for 
which they are willing to make a special ef- 
fort.”* (The italics are mine). 

Holton’s discussion falls into four cate- 
gories: 


1. By implication the Committee’s definition 
is questioned because it cites as examples of 
specialty goods specific brands of merchandise 
for which people will make a special effort. 
This, Holton infers, denotes the belief that 
“specialty goods apparently can be brands as 
well as goods.” Apparently the Committee is 
supposed to have erred in this, but Holton 
makes no further comment. 

2. The next contention rests on his tacit de- 
nial that brands can be distinct goods. He as- 
serts that any good for which consumers must of 
necessity make a special purchasing effort must 
be one that has few sales outlets. If it has few 
outlets, then it is a good for which there is 
very limited market demand, since otherwise 
many outlets would offer it for sale. 


* Melvin T. Copeland, Principles of Merchandis- 
ing (Chicago: A. W. Shaw Company, 1924), Chapter 


4- 
* Same reference as footnote 2, p. 215. 
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3. The Committee's definition mentioned the 
“willingness” of the consumer to make a special 
effort; but Holton contends that only the ne- 
cessity of making such an effort can distinguish 
specialty goods. He says that even bread would 
be classifiable as a specialty good if willingness 
were the criterion. 

4- Finally, it is noted that some convenience 
goods and some shopping goods may also have 
specialty-goods characteristics, but only because 
of their limited demand and outlets. Specialty 
goods, therefore, overlap and (although this is 
not stated specifically) could have no existence 
distinct from convenience goods or shopping 
goods. 


Goods can be arranged along a scale of 
intensity in accordance with the degree of 
effort that consumers will make to shop for 
quality and price. At the extremes are re- 
spectively purely shopping goods and 
purely convenience goods. Any intensity of 
a “specialty” characteristic of goods cannot 
also be superimposed on this scale. This 
seems to be intended as further proof that 


specialty goods practically do not exist. 


THE CASE FOR SPECIALTY GOODS 


The case built against specialty goods 
may seem convincing, but requires that one 


accept all its premises. Consider, therefore, 
the four categories mentioned above. 


1. Brands as Distinct Goods 


May a brand be a distinct good? Since the 
Definitions Committee did not define a 
“good” from the marketing standpoint, 
consider these two examples: 


Case #1. A customer enters a store seeking pipe 
tobacco. The merchant has none in stock and 
attempts to sell him cigars or cigarettes as a 
substitute. The customer insists on buying only 
pipe tobacco and leaves to seek it elsewhere. 

Case #2. A customer enters a store seeking the 
Bond Street brand of pipe tobacco. The mer- 
chant does not have that brand in stock and 
attempts to sell him another brand as a sub- 
stitute. The customer insists on buying only 
Bond Street and leaves to seek it elsewhere. 


Among the dictionary definitions of the 
noun “good,” the most applicable seems to 
be: “that which is an object of desire or en- 
deavor.” Cases #1 and #2 appear to fall 
within this definition in both the con- 
sumer’s and lexicographer’s requirements. 
From the marketer’s viewpoint also the two 


cases are identical with respect to consumer 
behavior and the marketing strategems. 


2. Prevalence of Specialty Goods 

Now, consider the contention that spe- 
cialty goods must be rare, because any goods 
not stocked at the outlets most convenient 
to the consumer must be those in little de- 
mand. For an example, observe a 
who is about to buy a new automobile. His 
mind typically will have been made up 
relative to the make he will buy before en- 
tering a showroom. So, he may visit only 
dealers selling that particular make. Fre- 
quently, this make, or good, partakes of be- 
ing a shopping good. In such cases, a buyer 
shops a number of dealers for price or 
quality in terms of getting a particular color 
or combination of options on an imme- 
diately available car. Many a buyer of a 
new automobile, instead, visits one dealer, 
who sells the particular make on which he 
was presold before making the purchase 
effort. 

Regarding the man who visits just one 
dealer for the make that he had preselected, 
he obviously is not buying a shopping good, 
nor is it a convenience good. This is true 
since the chances are that some other 
make’s dealer is closer and more convenient 
to the buyer than the chosen make’s dealer. 
The only category remaining for the car in 
this case is that of specialty good. Since 
these “one-dealer” buyers are a large mi- 
nority, the automobile is frequently a 
specialty good. And certainly Holton would 
not consider automobiles to be a good that 
has very limited demand. 

That there are numerous other specialty 
goods that are sold through only a limited 
or selective number of outlets may be ob- 
served in any city’s classified telephone 
directory. There one finds many listings of 
dealers grouped under the trade marks of 
national brands. Some of the goods thus 
listed under brands are: paint, typewriters, 
gasoline, boats, linoleum, batteries, and 
most types of electric and gas appliances. 
Surely these constitute vastly more than 
goods with “very limited demand.” And 
surely they are specialty goods, or else the 
manufacturers are quite mistaken in buying 
this directory advertising—expecting that 
many consumers seeking such goods will 
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make a special effort to visit the listed 
dealers. 

The types of goods just mentioned are 
mostly goods that require service facilities 
or large stocks on the dealer’s part. For such 
reasons their manufacturers tend to be 
selective and sell only through certain au- 
thorized dealers; this in turn means that 
the consumer must make a special effort to 
purchase a specific brand. Although these 
are the obviously specialty goods, the lack 
of an overt effort does not signify that an 
item is not a specialty good. The pipe-to- 
bacco brands, considered earlier, also would 
be specialty goods for some consumers 
despite the fact that their manufacturers ob- 
tain extensive distribution and obviate 
such efforts. 


3. Criterion of Specialty Goods 

Is it the willingness or is it the necessity 
of making a special purchasing effort that 
should be the criterion of the specialty 
good? An example may provide the answer. 

A certain man is highly insistent on using 
a particular brand of instant coffee, and no 
other. His wife hardly would dare to bring 
home any other brand, no matter where she 
had to look for it. If the supermarket where 
she habitually buys food did not stock that 
brand, assuredly she would go to some 
other outlet—but only to one of the outlets 
that carry this brand of coffee, since she is 
not “shopping” for quality. 

If Holton’s interpretation stands, this 
brand of instant coffee is not a specialty 
good, because this is a popular brand that 
is found in nearly all food outlets, includ- 
ing the most convenient store. Yet from the 
standpoint of the retailer, this is absurd. 
Were instant coffee a convenience good for 
nearly all people, it would suffice to carry 
only one brand. 

Actually, some would not go to extra ef- 
fort to seek a special brand elsewhere, but 
the number who would is so large that the 
retailer cannot keep a healthy patronage if 
he fails to offer these demanded brands. It 
is because of the willingness of customers to 
make the special effort of buying elsewhere 
that he must carry the brand. Their poten- 
tiality is a most significant factor in his 
merchandise planning. There happens to 
be no necessity of going elsewhere, since he 


stocks the brand, which does not alter the 
character of demand for the goods. 

This brand of instant coffee is pre- 
sumably a specialty good because the manu- 
facturer made it so. If the good has some 
unique feature through a patent or secret 
formula, it could thereby have a distinction 
from other similar goods. In today’s mer- 
chandising, of course, this distinction more 
often is an image of the instant coffee or 
other product that the manufacturer has 
created. In determining his marketing pro- 
gram, the manufacturer has three choices: 
to let his good become just another con- 
venience good; to give it some price differ- 
ence that might be shopped for; or to at- 
tempt to differentiate with a specialty 
characteristic. 

It may be contended, of course, that a 
shopping good is such because of the will- 
ingness, not the necessity, to go from store 
to store and compare offerings. If a man 
believes that he may obtain a coat better 
suited to his quality or price requirements 
by making the effort to shop at a number 
of clothing outlets, this obviously makes a 
man’s coat a shopping good. Supposing, 
however, that a merchant stocks a very 
wide assortment of men’s coats of many 
qualities and various price lines, which 
forestalls the consumer from going from 
store to store due to his satisfaction with 
the offerings at this one store. Does this 
make men’s coats any less a shopping good 
for this consumer? Surely from the mana- 
gerial viewpoint of a clothing retailer, the 
“shopping” characteristic of men’s coats re- 
mains as vital as if consumers had the 
necessity of shopping at various stores. 


4. Overlapping Characteristics 

Finally, consider the conclusion that spe- 
cialty goods may partake of the nature of 
convenience goods or of shopping goods, 
under given conditions, and that this over- 
lapping vitiates the desirability of having 
the third category, specialty goods. The re- 
lated contention is that specialty character- 
istics of goods cannot be superimposed on 
an intensity scale that ranges from ex- 
tremes of being a convenience or a shop- 
ping good. 

The rejoinder to this is that both state- 
ments are true, but that neither denies the 
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existence of specialty goods nor the value 
of the concept. 

The example of the automobile buyer 
illustrates that frequently a good can be 
purely a specialty good, and neither a 
shopping or convenience good, as demon- 
strated by overt behavior. The example of 
the instant coffee brand illustrates what is 
actually a specialty good, although both 
manufacturer and dealer assure, through 
extensive distribution, that the buyer has 
no necessity of making a special purchasing 
effort. 

The theory that Holton puts forth com- 
prehends only the existing distribution of a 


good and the necessity of consumer shop- 
ping, both static phenomena. His theory 
does not explain the dynamics of consumer 
behavior or of marketers’ objectives. 

In contrast, a theory that recognizes the 
willingness of consumers to make special 
purchasing efforts is explanatory, consumer 
oriented, and useful. 

Advertising and merchandising com- 
monly are dedicated to creating specialty 
goods characteristics for a given brand or 
good. It would indeed be folly to exclude 
the “specialty” type of good from marketing 
theory and literature. 


What Is Really Meant by “Specialty” 


Goods? 


N the article immediately preceding this 
I one, Professor Luck is jousting with 
windmills, for he has made erroneous in- 
ferences from the note he discusses. He 
agrees with my analysis of the distinction 
between convenience goods and shopping 
goods. But he has interpreted the discussion 
of specialty goods as a “denial of specialty 
goods’ significance,” as “proof that specialty 
goods practically do not exist,” and as a 
“case against specialty goods.” 

It was not stated, nor was it inferred, that 


*David J. Luck, “On the Nature of Specialty 
Goods,” JOURNAL OF MARKETING, Vol. 24 (July, 1959), 
pp- 61-64; and Richard H. Holton, “The Dis- 
tinctions between Convenience Goods, Shopping 
Goods and Specialty Goods,” JOURNAL OF MARKET- 
ING, Vol. 23 (July, 1958), pp. 53-56. 


©@ About the Author. Richard H. Holton is Associate 
Professor of Business Administration, University of 
California. He received his Ph.D. in Economics from 
Harvard University in 1952 and has taught at Ohio 
State University and at Harvard. 

He is co-author of Marketing Efficiency in Puerto 
Rico with J. K. Galbraith, and has written several arti- 
cles on marketing in the professional journals. 


e RICHARD H. HOLTON 


It may be helpful to distinguish between 
goods, says the author. But what criteria should be applied in identify- 
ing the specialty good? This is a reply to the article immediately pre- 
ceding (pp. 61-64), "On the Nature of Specialty Goods," by David J. 


ialty goods and other 


specialty goods do not exist or are not 
significant. True, it was suggested that all 
goods might be arrayed on a scale ranging 
from purely convenience goods at the one 
extreme to purely shopping goods at the 
other. But Professor Luck interprets this 
to mean that specialty goods do not exist. 
Such a conclusion is unwarranted. Luck 
overlooked the following statement in the 
original note: “All goods, whether con- 
venience goods or shopping goods, might be 
arrayed conceptually by some measure of 
intensity of market demand, with those 
goods at the low-intensity end of the scale 
being the specialty goods.”? Such a state- 
ment surely does not imply that specialty 
goods do not exist. The point was that the 
convenience goods-shopping goods distinc- 
tion is measured in one dimension, the 
specialty-goods characteristic in another. 
This point apparently deserves amplifica- 
tion. Human beings can be arrayed on an 
age scale, with children at one end and 


* Holton, same reference as footnote 1, p. 56. 
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adults at the other. But it is helpful also 
to distinguish between males and females. 
Just as a child may be either male or fe- 
male, a convenience good may or may not 
be a specialty good; and a shopping good 
may or may not be a specialty good. I was 
not presenting a “case against specialty 
goods” any more than I would, by arraying 
the population by age, be denying the 
existence of sex. 

The purpose of my discussion of specialty 
goods was to clarify, if possible, the concept 
which was in the minds of the AMA com- 
mittee which framed the definitions. The 
Committee considered a brand of mer- 
chandise as a specialty good. Luck inferred 
an objection to this on my part which I did 
not intend to imply. Two of his four points 
(and part of a third) rest on this misunder- 
standing. 


TWO PROBLEMS 

Consider also two additional problems. 

First, there is the question as to whether 
the three classes are mutually exclusive or 
whether a two-dimensional classification 
scheme is needed. Luck states explicitly that 
he agrees with my analysis of shopping and 
convenience goods, which would indicate 
acceptance of the two-dimensional classifica- 
tion. Yet, in his example involving the auto- 
mobile purchase, he notes that the automo- 
bile for his illustrative buyer is neither a 
convenience good nor a shopping good and 
so must be a specialty good. It may be a 
specialty good, but it is surely in this illus- 
tration a shopping good as well. 

When the buyer was “preselecting” the 
brand, wasn’t he shopping? He may have 
been comparing quality and price through 
exposure to newspaper and television ad- 
vertising and to other automobile buyers 
and owners rather than through visits to 
dealers, but he was shopping nonetheless. 
For some people brand allegiance in auto- 
mobiles might be so strong that price and 
quality comparisons are not made. For 
these few buyers automobiles would indeed 
be convenience goods. Yet, when talking of 
the automobile market as a whole, we do 
not say that automobiles are convenience 
goods, of course, because most buyers make 
price comparisons and quality comparisons. 

Luck notes that there are “numerous 
other specialty goods that are sold through 


only a limited or selective number of out- 
lets. . . .” Agreed. And one can go further 
to say that perhaps this limited or selective 
distribution, which in turn is dictated 
largely by the nature of market demand 
and of distribution costs as viewed by the 
manufacturer when determining the nature 
of his distribution channel, is the distin- 
guishing characteristic of the specialty 


Nowhere was it stated that a specialty 
good was in “very limited demand.” The 
point simply was that the demand for some 
goods is more limited than for others, and 
that those goods for which the demand is 
more limited are closer to the “specialty- 
good” end of the scale mentioned above 
than are other goods. 

A second problem involves the role of 
brand allegiance on which the instant-coffee 
example is based. One senses from this and 
from the automobile example that Luck 
considers a specialty good to be any item 
for which brand allegiance is very strong or 
for which the manufacturer attempts prod- 
uct differentiation. He says that “the manu- 
facturer has three choices: to let his good 
become just another convenience good; to 
give it some price difference which might 
be shopped for, or to attempt to differen- 
tiate it with a specialty characteristic.” And 
this specialty characteristic can take the 
form of an “image . . . that the manufac- 
turer has created,” presumably through 
advertising, largely. 

If this is saying that any item which the 
manufacturer attempts to differentiate is a 
specialty good, there must be few consumer 
goods outside this category. Such a classi- 
fication scheme would appear to be of 
limited usefulness. It is not inconsistent, 
however, with the view that all goods could 
be placed conceptually on convenience 
goods-shopping goods scale. Luck’s ex- 
amples of specialty goods (paints, type- 
writers, gasoline, boats, etc.) can easily be 
arrayed on such a scale. The consumer may 
shop for quality differences as well as for 
price differences. It seems strained to say 
that the good is a shopping good if the 
buyer shops for price differences, and a 
specialty good if he shops for quality differ- 
ences. And brand allegiance must not be 
the key to identifying the specialty good, 
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since brand allegiance is not especially 
strong in Luck’s list of illustrative specialty 


From the viewpoint of the individual . 


consumer, is not the item for which brand 
allegiance is high a specialty good? No. The 
item for that consumer has become a con- 
venience good; that is, the probable gains 
' from comparing prices and quality are low 
relative to the cost of making the compari- 
son, and so the item (brand) is bought at the 
most convenient outlet at which it is sold. 

It would seem helpful not to define spe- 
cialty goods from the viewpoint of the in- 
dividual consumer, but rather to say that 
specialty goods are those (convenience or 
shopping) goods which, because of more 
limited market demand—and/or because of 
the nature of the distribution costs—are 
sold only through a restricted number of 
outlets. Then whether or not an item is a 
specialty item depends in part on whether 
the manufacturer wishes it to be a specialty 
item. 
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POINTS OF AGREEMENT 

Three points of agreement with Luck 
should be noted. First, the “willingness” 
and “necessity” distinction should not be 
introduced into the shopping-goods dis- 
cussion. Certainly men’s coats are a shop- 
ping good, even if found in one store. In 
this case the retailer has reduced the search- 
ing costs by making “one-stop shopping” 
possible. 

Second, it should be apparent that there 
is no attempt to exclude the specialty good 
from marketing literature. 

Third, it is agreed that the note did not 
present a theory of consumer behavior. 
That was not its purpose. The objective was 
only to clarify some definitions. The sug- 
gested definitions are no more static than 
either consumer estimates of the costs and 
benefits of price and quality comparisons or 
the distribution policies of manufacturers, 
which in turn reflect demand conditions 
and distribution-cost characteristics. 


Announcement of Alpha Kappa Psi 


Foundation Award 


Pierre Martineau was voted the 1959 
Alpha Kappa Psi Foundation Award for 
his article, “Social Classes and Spending 
Behavior,” which appeared in the October, 
1958, issue of the JOURNAL OF MARKETING 
(pages 121-130). 

Mr. Martineau is Director of Research 
and Marketing for the Chicago Tribune. 


He is the author of Motivation in Advertis- 
ing (McGraw-Hill, 1957). 

The Alpha Kappa Psi Award of $100 is 
given to the author of the article appearing 
in the JOURNAL during the previous year 
adjudged as most worth-while by the Jour- 
NAL’s Editorial Board. 
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A Pioneer in Marketing . . . 


Leverett Samuel 


Lyon 


By N. H. ENGLE 
University of Washington 


EVERETT SAMUEL Lyon is one of the 
most distinguished members of the 
American Marketing Association. Edu- 
cated in law and economics he has given 
liberally of himself as educator and ex- 
ecutive. His eminently successful and 
varied career divides roughly into three 
eras: (1) teaching and writing in the 
midwest, largely at the University of 
Chicago and culminating in his service 
as Dean of the School of Commerce and 
Finance at Washington University in St. 
Louis from 1923 to 1925; (2) teaching, 
research, and administration with the 
Robert Brookings Graduate School of 
Economics and Government and the 
Brookings Institution in Washington, 
D. C., from 1925 to 1939; and (3) admin- 
istrative work as Chief Executive Officer 
of the Chicago Association of Commerce 
from 1939 until 1954, when he became 
Chairman of the Executive Committee 
of the Association. 

A pioneer in professional education 
for business at the university level, Lev- 
erett Lyon contributed substantially 
through his writing and his work with 
professional groups. Two of his early 
publications come to mind, Our Eco- 


® Regarding A PIONEER IN MARKETING. In order to 
pay tribute to the men who have been leaders in the 
field of marketing, some years ago the American Mar- 
keting Association established a Committee on Biog- 


raphies to run a series of statements on the pioneers in | 


the field. In this series the Association honors the dis- 
tinguished men of the past, and those of the present 
who are approaching retirement, who have contributed 
in an outstanding way to the thought and development 
of marketing. 


Wroe Alderson John E. Jeuck 
Albert W. Frey Fred M. Jones 
E. T. Grether Franklin Lynip 


Perry Bliss, Chairman of Committee on Biographies 


nomic Organization, with L. C. Mar- 
shall, 1921—an excellent brief analysis of 
the American economic structure—and 
Education for Business, 1922. The latter 
work went through three editions, the 
last published in 1931. 

His early interest in marketing is at- 
tested by his activities in organization 
work. He participated in the formation 
of the National Association of Teachers 
of Marketing and Advertising which 
later merged with the American Market- 
ing Society to become the American 
Marketing Association of today. Leverett 
Lyon was president in 1933 and active 
in the groundwork which eventuated in 
the formation of A.M.A. 

It was during his years at Brookings 
that his greatest contributions to market- 
ing emerged from his tireless research. 
Between 1925 and the inception of the 
New Deal such fundamental contribu- 
tions to marketing literature as the fol- 
lowing flowed from his pen: Salesmen 
in Marketing Strategy, 1926; Hand-to- 
Mouth Buying, 1929; Some Trends in 
the Marketing of Canned Foods, 1930; 
Advertising Allowances, 1932; and The 
Economics of Free Deals, 1933. 

The free-wheeling experiments of the 
New Deal provided a challenging oppor- 
tunity for the business researcher, which 
Leverett Lyon did not neglect. Through 
observation and actual participation he 
added to his wealth of economic knowl- 
edge. And he continued to share what he 
learned with all of us. Then in 1934 he 
published The A.B.C. of the N.R.A.; in 
1935, The National Recovery Adminis- 
tration—An Analysis and an Appraisal; 
and in 1936, The Economics of Open 
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Price Systems with V. Abramson. Per- 
haps his greatest contribution lies in the 
two-volume analysis of Government and 
Economic Life, published in 1939 and 
1940 with the collaboration of Myron 
W. Watkins, Victor Abramson, and 
others of the Brookings family. 

During his years in the nation’s capital 
Leverett Lyon was inevitably drawn into 
government service in various capacities. 
He served, among other assignments, as 
U.S. delegate to the International Con- 
gress on Business Education in Amster- 
dam in 1929 and in London in 1932, and 
as deputy assistant administrator for 
trade practice policy for N.R.A. in 1934. 

Returning to his native state in 1939 
and taking on the heavy administrative 
responsibility of the Chicago Association 
of Commerce opened up new vistas to 
Leverett Lyon. The advent of World 
War II but added to his challenge. Those 
familiar with chamber-of-commerce ac- 
tivities generally cannot fail to discern 
the great contribution he made in this 
field. He continued to write, of course. 
The titles indicate the breadth of his 
research activity as well as the scope of 


his administrative duties. In 1944 ap- 
peared Your Business and Postwar Ad- 
justment, followed by Great Lakes—St. 
Lawrence Seaway and Power Project, of 
which he was co-editor, Prospects and 
Problems in Aviation, 1945, and then 
Modernizing a City Government, 1954. 
He even found time to publish a book 
of verse called Nothing but Nonsense. 

Leverett I yon served the nation in 
two world wars. He was Editorial Assist- 
ant to the U.S. Food Administration 
during World War I and member of the 
Chicago Committee on National Defense 
during World War II. He also contrib- 
uted to his state and community through 
membership in the Governor’s Commit- 
tee on Taxation (Illinois), the Chicago 
Planning Commission, the Advertising 
Board, Chicago, and the Chicago Civil 
Defense Commission. 

Leverett Lyon has established a firm 
place in the affection of many a younger 
marketing man through his kindly en- 
couragement and advice. He continues 
to serve as an inspiration and example to 
a host of former students and friends. 
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Industrial Marketing . . . 


By RICHARD C. CHRISTIAN 
Marsteller, Rickard, Gebhardt & Reed, Inc. 
Chicago 


A Check List for New Industrial Products 


Oo of every nineteen new products will 
succeed. Less than 10 per cent of all new 
industrial products will return a profit. Despite 
the odds against success, industrial firms must 
continually develop and introduce new products. 

Essentially ali three of these statements are 
true! And here are a few more thoughts for the 
industrial marketer: 


1. Approximately go per cent to 75 per cent of 
the present sales of most major industrial 
companies are accounted for by products 
not in existence ten years ago. 

The lifeblood of an industrial manufacturer 
is its ability to bring to market a continuous 
stream of commercially successful products. 

. Chances for new-product success vary by 
industry and company, but a rough rule of 
thumb indicates that less than 10 per cent 
of newly developed products actually be- 
come commercially profitable. 

. The development stages of new products 
plus their commercial application and in- 
troduction to the market are so complex and 
risky that literally a whole new management 
science is needed. 


Recognition of these basic truths is a first step 
toward building a new-product program. A 
second step is the assigning of specific responsi- 
bility for action to either a single individual 
within a company, a department, or a new- 
products committee made up of executives from 
several departments. 

Once responsibility for new-product develop- 
ment is pinpointed, the company needs a master 
plan of action with built-in check points of 
evaluation. A very useful phase of any master 
plan can be the “New Product Checklist.” This 
handy tool can provide the company with a 
ready list of pertinent questions to apply against 
products and product ideas. 

It would be impossible to make up a univer- 
sal checklist that would cover every question 
about all products. Moreover, some of the ques- 
tions on any list may not be pertinent to every 
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given product. But, as a basic guide, a new 
product checklist is invaluable. Here is one such 
list, which can be specifically tailored to an 
individual firm's new-products program: 


NEW-PRODUCT CHECK LIST 
1. Purposes of New Product 
a. Round out company’s present line? 
b. Fill idle time of plant and equipment? 
c. Help long-range growth and security of 
business? 
d. Seasonal effects can be leveled? 
e. Impact of business cycles is lessened? 
f. Excess capital is put to work? 


. Qualifications of the Proposed New Product 
a. An entirely new product that will be ac- 
cepted in adequate volume because it 
satisfies some need and sells at a price 
prospective buyers will pay? 

. In an already developed field, a new 

product that offers some important com- 
petitive advantages? 
A new product, even without competi- 
tive superiority, in a relatively unde- 
veloped field where there appears to be 
ample opportunity for another product 
to obtain satisfactory volume by sales to 
new users? 


g- Legal and Related Problems 

a. Who controls all rights to the new prod- 
uct? 

b. Are all outstanding claims to royalties or 
other indemnities settled? 

c. Have maximum patent and trade-mark 
protection been secured? 

d. What patent, trade, legal, or similar re- 
strictions, if any, are there on the pro- 
duction, distribution, sale or use of the 
new product? 

. Will marketing agreements or other in- 
dustry agreements in any way limit pro- 
duction, sales, or use of the product? 

f. Is there anything in pricing policies, 
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trade practices, or selling setup which 
might be in violation of a statute, law, 
or ordinance? 

g- Have all local licensing and tax prob- 
lems been considered? 

h. Are there any other legal problems, 
peculiar to the new product, to be con- 
sidered? 


4- Financial Considerations 


a. What capital investment will be required 
in plant, equipment, engineering, etc.? 
Show description, unit value, life ex- 
pectancy and total value of equipment, 
facilities, tools, patterns, etc., necessary 
for production. 

b. How much—if any—new capital is re- 
quired? 

c. Have budgets been made up estimating, 
at various volume levels, the: 
—Manufacturing and distribution costs? 
—Prices and gross margins? 

—Selling and administrative expenses? 
—Net profit or loss? 

d. Does prospective profit warrant risk un- 
der the most adverse circumstances an- 
ticipated? 

e. How large in amount are excess funds 
over current operating requirements? 


. Production Facilities 


a. Can new product be made at existing 
plant? How adaptable are present pro- 
duction facilities? 

b. Will new facilities interfere with present 
operations? 

c. Is wholly new plant required? 

d. If so, have all factors determining loca- 
tion been considered? 

e. Will plant operation be flexible enough 
for adjustment to periods of unexpected 
heavy or low demands? 


. Raw Materials 


What new materials are required? 

Are adequate supplies assured? 

Are sources of supply dependable? 

. What inventories will be required? 

. What substitutes are available? 

How will substitution affect quality? 
Cost? 


. Product Research and Development 

a. What preliminary laboratory research is 
needed? 

b. What is estimate of time it will take? 
Cost? 

c. Will successful small-scale operations in- 

sure successful large-scale operations? 
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d, Will plans allow for ample time before 
test marketing? 


e. Is the engineering group supplied with 
sufficient talent? 


Number of Prospective Users 


a. What industries will use the new prod- 
uct? 

b. Can the product be sold to the federal 
government, including armed forces? To 
state and local governments? 

c. How many potential customers are there 
in this country? Estimate number of 
prospects, either firms or individuals, for 
each type of user. 

d. What factors cut down the size of the 
total market? 

—Does computation of potential custom- 
ers include deductions for sections of 
country where there is little use for 
product? 

—What percentage will be poor pros- 
pects because they use smaller-scale or 
larger-scale equipment than this product? 

e. Is the market for this type of product 
likely to increase or decrease in size dur- 
ing the next two, five, or ten years? 

f. Are there foreign sales possibilities for 
the product? 


Users’ Buying Habits 

a. What is frequency of purchase and use? 
Order size that can be ex 

b. How do users generally pay for such 
products? For cash, open-account credit, 
time-payment, other? 

c. Will product sell evenly throughout 
year, or will bulk of sales be concen- 
trated in one or more seasons? 

d. If seasonal: 

—When will immediate customers buy? 
—If present customers are not the final 
users, when will users buy? 

—Is there any way to level out seasonal 
fluctuations in sales by balancing sales to 
different groups of purchasers? 

e. Are purchasers of this type of product 
accustomed to buying it ahead of need, 
or do they tend to place spot orders for 
instant shipment? 

f. Will some purchasers of new product 
buy only on basis of unusual technical 
specifications or other special buying 
procedures? If so, can their requirements 
be met? 

g-. Are potential users accustomed to rely- 

ing on trade names or firm names, or do 

they buy mainly on the basis of technical 
specifications? 
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h. How do major users or distributors of 


product negotiate for it? 
How receptive are prospects to new 
products? 


. Distribution 


a. 


b. 


In what parts of country are prospects? 
How, if at all, does location of prospects 
affect plans for distribution channels? 
Might it pay, for a preliminary trial 
period, to confine distribution to one or 
a few selected regions of the country? 
Through what channel or channels are 
users accustomed to buying products of 
this kind? What channel or channels are 
planned? 


- On what sort of franchise, if any, do 


competitors usually sell products like 
new product? 


- What about the franchise matter? 
. Will contemplated selling methods fit 


the company’s present sales organization? 
If not, what about this type of distribu- 
tion? 

How do proposed selling methods com- 
pare with competitors’ methods? 


j. What changes in or additions to present 


sales force will be needed? 


. If products like new one usually have a 


service guarantee (factory or distributor 
guarantee), will distributors conform? 

If products like this are usually installed 
by the manufacturer or distributor, will 
distributors conform? 


m. What is the best way of getting product 


to customers? Consideration of carriers 
from the viewpoint of rates, territory 
served, accessibility to plant, losses in 
transit, packaging requirements, speed in 
handling and transit, and so on? 


. How should product be prepared for 


shipment? 


. Where will stocks of product be main- 
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tained? 

Where will servicemen and spare parts 
be available? i 

Is test marketing needed? 


. Competition 


b. 


c. 


How firmly entrenched is present com- 
petition? 

What firms make products that will com- 
pete with product? 

What advantages has each competitor 
over company, for example, in terms of 
nearness to market? 


. What is reputation of: 


—Leading competitive firms? 
—Leading competitive products? 


. Are competitors or potential competitors 


likely to enter the field with products 
similar to this? 


. To what extent do unrelated products 


indirectly compete with new product? 


. Are changes in materials or methods 


likely to reduce the need for product? 
Are changes in materials or methods 
likely to increase present competitors’ 
sales? 

What past, current, and prospective tech- 
nological trends might affect the com- 
petitive situation? 

Is name and reputation of company al- 
ready established, in the minds of the 
people who will distribute new product 
and the people who will use it, with 
respect to: 

—Similar products already made? 

—A general reputation for quality and 
engineering progressiveness? 


j. It it best to trade on company name in 


introducing the product, or would it be 
easier and more satisfactory to build up 
a separate name for the product itself? 
Can new product compete favorably 
with similar products on the market as 
to: 

—Price? 

—Quality? 

—Performance? 

—Finish and appearance? 

—Durability and length of service? 
—Length-of-service guarantee? 

—Other guarantees? 

—Package or method of packing? 

—Other respects? 

Has product received controlled-engi- 
neering performance tests side by side 
with the products of competitors? 

What unique advantages, if any, can be 
claimed for product over those of com- 
petitors? 


. Do customers buy competitors’ products 


mainly on the strength of: 

—Technical specifications? 

—Reputation of the company? 
—Reputation of the brand or trade 
name? 

—Other factors, such as reciprocal sales 
arrangements, company affiliations, per- 
sonal friendships? 


. Which of the following methods will be 


used to obtain share of market? 
—Reducing total competitors’ sales for 
this type of product? 

—Expanding the demand for the prod- 
uct, so as to sell full output without 
cutting sales of competitors? 

—Partly by cutting competitors’ sales and 
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c. 


partly by increasing total effective de- 
mand? 


12. Price Policy 


a. 
b. 


What will price policy be? 

Has profit margin been computed as 
accurately as possible? 

Which: a big-volume-small-margin price 
policy, or a_ small-volume-big-margin 
price policy? 


. What about insurance costs as well as 


manufacturing-and-selling costs in de- 
termining price? 

What about transportation costs, in- 
cluding basic rates, yard-and-switching 
charges, if any, and other handling costs? 
How much will packaging and packing 
costs be? 

How will installation costs, if any, affect 
price policies? 


. Will company service or help service 


the product? If so, will the user pay di- 
rectly for the service? 

Will distributors help to service the 
product? 

Have complete factory-price schedules 
been worked out for spare parts? 

What classes of customers will be en- 
titled to trade discounts? 

Will cash discounts be offered to cus- 
tomers? 


. Sales Force and Selling 
a. 


In terms of direct-selling costs, what will 
it Cost per unit to promote and sell prod- 
uct? 


. If sales force is already handling other 


products? 

If yes: 

—Can it take on new product and do 
justice to it without harming the sale of 
regular line? 

—Or will present organization need to 
be changed or expanded? 

—Or would it be best to establish an 
entirely separate sales staff to handle 
the new product? 


. If decision is to expand or change pres- 


ent organization to handle the new prod- 
uct, what about the following? 
—Increase the size of the staff? 
—Decrease the size of territories? 
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—Give salesmen special training to sell 
the new product? 


14. Advertising and Sales Promotion 


15. 


Have general policies been formulated 
for promoting product among: 
—Users? —Distributors? 


. What sales-promotion and advertising 


methods are used by competitors? 

What sales-promotion practices are fol- 
lowed by distributors in reselling type of 
product? 


. Are advertising and sales-promotion ac- 


tivities planned now, or for later? 


. What engineering and design or other 


features of product can be stressed in ad- 
vertising and promotional work? 


_ What message, in general, will be the 


basis of advertising appeal? 


. How much and what type of sales-pro- 


motion assistance will be needed to give 
salesmen, to help them sell to distribu- 
tors or users, or both? For example, en- 
gineering advice, marketing data, printed 
catalogs, drawings, samples, brief-case 
portfolios, educational slides or films. 


. What general advertising and promo- 


tional support for distributors? 

Are there to be sales-and-service man- 
uals, parts lists, tables of shipping 
weights, and the like for the use of dis- 
tributors and users of the product? 


Personnel 


a. Background of executive experience— 


b. 


what talent going beyond the existing 
product line is available? 

What additional personnel will be neces- 
sary? Production? Clerical? Marketing? 
Other? 

Can present departments handle the new 
work load, or will separate departments 
with new personnel be needed? 


One important caution—answers to questions 
on any checklist will never be black or white. 
There will be gradations and variations in how 
definitively the answers can be set down. 

Furthermore, it is not necessary for a product 
to check out 100 per cent. It is unrealistic to 
believe any product could. But careful applica- 
tion of the checklist can increase the success 
odds of a proposed new product. 
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Legal Developments 
In Marketing .. . 


KENNETH J. CURRAN, Editor 
Colorado College 


EDITORIAL STAFF 


ARTHUR T. DIETZ 
Emory University 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported under the topical outline pre- 
sented below. More detailed information about 
individual items may be obtained by reference to 
the source cited for each case. References to CCH 
are to the Commerce Clearing House Trade Regula- 
tion Reporter. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. Regulation of Monopolistic Methods 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


II. Regulation of Product Characteristics 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


III. Regulation of Price Competition 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and 
Maximum) 


IV. Regulation of Channels of Distribution 
A. Operating Features of Marketing 
Institutions 
B. Relations Between Buyers and 
Sellers: Exclusive Dealing Ar- 
rangements, etc. 


V. Regulation of Unfair Competition 
A. Advertising 
B. Nonadvertising Promotional 
Methods 
C. Trade-Marks and Trade Names 


VI. Procedural and Miscellaneous Develop- 
ments 
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HENRY D. OSTBERG 
New York University 


I. REGULATION OF MONOPOLISTIC 
METHODS 


A. Market Control 


1. United States v. Bethlehem Steel Corpora- 
tion and Youngstown Sheet and Tube Company, 
CCH 4 69,189 (D.C. S. N.Y., November, 1958). 
[K.J.c.] 


The years since the start of World War II have 
been one of the great merger periods in American 
history, ranking with that of 1897-1903 and the 
decade of the twenties. In this most recent wave of 
combinations, the proposed merger of the Bethle- 
hem Steel Corporation and the Youngstown Sheet 
and Tube Company has loomed among the largest 
and has created the greastest controversy. This 
merger, which was agreed upon by the companies 
on December 11, 1956, would have combined assets 
of the second and sixth largest of the nation’s steel 
companies and would have created a giant possess- 
ing 20 per cent of the country’s ingot capacity. 

It was opposed by the Department of Justice as a 
violation of Section 7 of the Clayton Act, and in 
the first court decision interpreting the substance 
of this law since its amendment in i950, Judge 
Weinfeld (District Court, Southern District of New 
York) struck down the merger. His decision, which 
was not appealed, must have brought happiness and 
encouragement to our antitrusters in Washington. 
Although it was not unexpected that this merger 
was found to run afoul of the law and although a 
contrary decision would have left Section 7 little 
more than a museum piece, the Judge’s opinion was 
surprisingly liberal from the Government’s point of 
view. 

Section 7 outlaws mergers where “the effect .. . 
may be substantially to lessen competition, or to 
tend to create a monopoly,” and Judge Weinfeld’s 
emphasis was strongly on the probabilities and 
tendencies resulting from the merger—an emphasis 
which gives the Government great latitude in prov- 
ing its case. For example, according to him even 
the combination of two non-competing companies 
might violate the law because of the enhanced 
strength of the merged company, and the law’s ban 
on combinations which tend to create a monopoly 
“clearly includes aggravation of an existing oligo- 
poly situation”—that is, the increase in the size 
of a major firm. 
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In view of the interest in Judge Weinfeld’s de- 
cison as the first of what undoubtedly will prove a 
long series of opinions interpreting Section 7, it may 
be well to sketch briefly the history of this provision. 

The Sherman Act was passed in 1890 as the 
country’s bulkwark against forces seeking to destroy 
competition. As the years passed, considerable dis- 
satisfaction arose with this Act, partly because it 
was useful largely after the crime had been com- 
mitted and partly because under the “rule of 
reason,” employed in interpreting the Act, too much 
seemed to be left to the discretion and personal 
prejudices of the judges. As a result, in 1914 Con- 
gress enacted the Clayton Act which it was hoped 
would remedy some of the Sherman Act’s short- 
comings. This act singled out for qualified con- 
demnation certain business practices that Congress 
thought particularly subject to abuse (price dis- 
crimination, tying arrangements and exclusive deal- 
ing), outlawed some interlocking directorates and 
sought to block the road to monopoly by forbidding 
a corporation to acquire the stock of a competitor 
for purposes of control. This last provision was 
achieved by Section 7, which it was hoped would 
prove to be a prophylaxis preventing the develop- 
ment of monopoly instead of a sort of surgery seek- 
ing its cure. 

As so often happens with regulatory legislation, 
Section 7 proved a grave disappointment. It did 
nothing to stop the merging of competitors by the 
acquisition of assets, it placed overdue emphasis on 
the effect of the merger in eliminating competition 
merely between the merged corporations, and it was 
generally believed that it did nothing to block the 
enhancement of economic power through vertical 
integration. This belief, it is true, proved un- 
founded, for much to everyone's surprise, the Sup- 
reme Court in 1957 ruled that this Section made 
illegal the vertical combination of Du Pont and 
General Motors. (77 S.Ct. 872; see JOURNAL OF 
MARKETING, October, 1957.) Long before that time, 
however, Section 7 had been rewritten in an effort 
to make it more effective. The 1950 amendment ex- 
tended the prohibition to mergers achieved through 
the acquisition of assets as well as through the 
acquisition of stock and made the test of legality 
the probable effect on competition “in any line of 
commerce in any section of the country.” Thus 
vertical combinations promising an adverse effect on 
competition were clearly covered by the new law. 

Turning to Judge Weinfeld’s decision, the legal 
question broke down into two parts: what is the 
relevant market involved in this merger, and what 
would be the probable effect of the merger on com- 
petition within that market? The former question 
concerning the relevant market is undoubtedly 
among the stickiest problems in the whole antitrust 
field and is a question to which we do not yet know 
how to find a reasonably objective and precise 
answer. 

Concerning the product-dimension of the relevant 
market, or what the law refers to as the “line of 
commerce,” Judge Weinfeld ruled in favor of the 
Government's contention “that a line of commerce 
is any product or group of products that has pe- 
culiar characteristics and uses, which make it dis- 
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tinguishable from all other products.” The de- 
fendants had argued for a broader concept of the 
product which would make their control of the 
market look somewhat less. According to them, all 
products which can be produced by a particular 
type of mill should be classed as a single line of 
commerce on the theory that all such products are 
competitive with each other because the manu- 
facturers can switch from one to another at will. 
This approach to the problem was rejected by 
Judge Weinfeld partly because there was little 
evidence that the steel manufacturers did such 
switching from product to product and partly 
because the defendants were inconsistent in its 
application, abandoning it for a “similar use” ap- 
proach to the line of commerce when the “produc- 
tion flexibility” approach did not yield the results 
desired. 

Markets which are the subject of antitrust suits 
have geographical dimensions as well as product 
dimensions. Concocting the strange theory that 
markets are areas around producers’ mills regard- 
less of where the mills ship their products, Bethle- 
hem and Youngstown divided the country into 
three market areas—the East, the Mid-Continent 
and the West. In the first and third of these areas 
Bethlehem had productive capacity and Youngs- 
town had none. In the Mid-Continent area, on the 
other hand, Youngstown had mills and Bethlehem 
had none. Thus the conclusion was obvious— 
Bethlehem and Youngstown operated in entirely 
different markets and were practically strangers to 
each other. Pointing out that in the most important 
part of the Mid-Continent field (Michigan and Ohio 
with the great automobile manufacturers) Bethle- 
hem sold more steel than Youngstown, Judge Wein- 
feld made short shrift of the defendants’ contention. 
Their tri-partite division of the nation was “an 
obvious gerrymandering of the country to meet the 

‘_oncies of this case.” His conclusion was that 
there were many market areas—the entire country, 
the north-eastern quadrant of states, Michigan and 
Ohio and so on. This part of his reasoning is hard 
to summarize, but he seemed to think that any area 
that might feel the impact of the merger was a 
market area with which we were concerned. Thus 
even an area into which neither defendant had 
made shipments might be relevant, for: “The de- 
termination must be made on the basis of not only 
where the companies have in the past made sales, 
but also on the basis of where potentially they 
could make sales and where buyers could reasonably 
turn to them as alternative substantial sources of 
supply.” 

Concerning the impact of the merger on com- 
petition, Judge Weinfeld emphasized the fact that 
the Government did not have to prove that com- 
petition would certainly be lessened but merely 
that there is a reasonable probability that the 
merger would substantially lessen it. There might 
be such a lessening of competition when a merger 
substantially increases concentration, eliminates a 
substantial factor in competition, eliminates a sub- 
stantial source of supply or establishes relationships 
among buyers and sellers which deprive rivals of a 
fair opportunity to compete (such as by making 
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competitors dependent upon one of their number 
for their supplies). The proposed merger would do 
all of these things. Bethlehem’s control of the steel 
industry would be raised from 15 to 20 per cent, 
competition between these two merged companies 
would be eliminated, Youngstown would disappear 
as an independent source of supply and small inde- 
pendents, such as non-integrated manufacturers of 
wire rope, might be forced to buy their supplies 
from a competitor and dispose of their product to 
it as well. 

A final point of interest is Judge Weinfeld’s lack 
of enthusiasm for the contention that countervailing 
power might be an adequate substitute for com- 
petition—a contention popularized in recent years 
by Professor Galbraith of Harvard. The defendants 
in this case argued that even if the merger elimi- 
nated Youngstown as an independent source of 
supply for the automobile manufacturers, these 
buyers were well able to protect themselves. How- 
ever, according to Judge Weinfeld “Congress in its 
efforts to preserve the free enterprise system .. . 
did not, in enacting the antitrust laws, intend to 
give free play to the balancing power of gigantic 
enterprises and leave the less powerful purchaser 
helpless.” 


2. Morris April, et al. vy. National Cranberry 
Association, et al., CCH 4 69,218 (D.C. Mass., No- 
vember, 1958). [K.J.C.] 

In the April, 1959 issue, this section reported U.S. 
v. Maryland and Virginia Milk Producers Associa- 
tion, Inc. in which Judge Holtzoff ruled that agri- 
cultural co-operatives were beyond the reach of the 
antitrust laws as long as they did not conspire with 

ns who were not producers of agricultural 
products. In a treble damages suit involving an- 
other agricultural co-operative, here reported, 
Judge Aldrich contends that the Holtzoff ruling 
was far too sweeping. According to Aldrich, the 
purpose of the special exemption privileges con- 
ferred on agricultural co-operatives by the Capper- 
Volstead Act was to give their members the right 
to joint action, thus enabling them to enjoy some 
of the advantages of the industrial corporation. 
But co-operatives do not enjoy the privilege of 
using unfair methods to put competitors out of 
business any more than does the business corpora- 
tion. The Capper-Volstead Act “. . . did not make 
lawful purely predatory practices seeking to mo- 
nopolize, forbidden to an individual corporation, 
nor did it deprive the victim of such practices . . . 
of their private right of action under section 4 of 
the Clayton Act (i.e., the treble damages section).” 

Thus these two decisions seem to indicate some 
confusion regarding the extent of the antitrust 
immunity enjoyed by agricultural co-operatives. 
Clarification will wait on decisions by higher courts. 


g. Guerlain, Inc. v. United States; Parfums 
Corday, Inc. v. United States; Lavin Parfums, Inc. 
v. United States, 79 S. Ct. 285 (December, 1958). 
[K-J.c.] 

In July, 1957, the Federal District Court (S., N.Y.) 
found the defendant importers involved in these 
suits guilty of monopolization and the decision was 
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in the JOURNAL OF MARKETING, January, 
1958. The Supreme Court has now vacated the 
judgments and sent the cases back to the trial court 
to consider a motion to dismiss them to be filed by 
the government. 


4. International Boxing Club of New York, Inc., 
et al. v. United States, 79 S. Ct. 245 (January, 1959). 
[K.J.c.] 

In January, 1955, the Supreme Court ruled that, 
unlike professional baseball, the promotion of pro- 
fessional boxing matches was interstate commerce 
and hence subject to the federal antitrust laws. 
(Reported in this section July, 1955.) Two years 
later, the District Court (S. N.Y.) found that the 
International Boxing Club organization was guilty 
of monopolizing the promotion of professional 
championship matches—a decision which was re- 
ported in this section (July, 1957) in considerable 
detail. The Court had found that the promotion of 
championship bouts constituted a line of com- 
merce separate and distinct from the promotion of 
lesser professional fights. Coming on the heels of 
the DuPont cellophane decision (reported here 
October, 1956), this finding was somewhat of a sur- 
prise, for the former decision had seemed to herald 
a broadening view of the market which would often 
have made monopolization charges more difficult 
to prove. 

The Supreme Court has now upheld the District 
Court’s position in all respects. International Box- 
ing had appealed on the ground that the lower 
court’s finding with respect to the extent of the 
market (i.e., with respect to the line of commerce) 
was not consistent with the DuPont decision and 
because the decree, requiring among other things 
the divestiture of stock holdings in Madison Square 
Garden and the dissolution of the two International 
Boxing Clubs, was unnecessarily punitive. The 
Supreme Court upheld unanimously the ruling that 
championship boxing contests constituted a distinct 
market, finding it consistent with the DuPont 
dictum that “. .. commodities reasonably inter- 
changeable by consumers for the same purposes 
make up that ‘part of the trade or commerce,’ 
monopolization of which may be illegal.” Cham- 
pionship bouts were not interchangeable with 
lesser brawls and so were a line of commerce apart. 

Concerning the matter of the justification for the 
severe decree, the Supreme Court split five to 
three. The majority found its provisions within the 
discretion of the trial court and consistent with the 
objectives of antitrust decrees as set forth in Shine 
Theatres vy. United States (334 US. 110 [1948])— 
namely, (1) to end the illegal combination, (2) to 
deprive the guilty parties of the benefits of their 
wrong-doing, and (3) to break up the monopoly 
power that violates the law. The minority (Justices 
Harlan, Frankfurter and Whittaker) showed the 
American courts’ traditional aversion to divestiture 
and dissolution and concern for private property 
rights regardless of the selfish ways in which they 
had been employed. Such drastic remedies, they felt, 
had not been shown necessary and milder ones 
would have done the job. 


LEGAL DEVELOPMENTS IN MARKETING 


B. Collusive Practices 


1. Local 24 of the International Brotherhood of 
Teamsters, Chauffeurs, Warehousemen and Helpers 
of American, AFL-CIO, et al. v. Revel Oliver, et al., 
79 S. Ct. 297 (January, 1959). [K.J.c.] 

In a five to one decision, the Supreme Court has 
ruled that where a state antitrust law conflicts with 
federal labor law the former must give way. 

Federal labor law encourages collective bargain- 
ing, and a provision in a Teamsters’ contract setting 
minimum rentals where trucks are rented by owner- 
drivers is properly a subject of collective bargaining 
since it is reasonably related to the preservation of 
the Union wage scales. Thus such a provision is 
protected by federal labor law and may not be set 
aside as price fixing, illegal under a state antitrust 
law. 


2. United States vy. Radio Corporation of Amer- 
ica and National Broadcasting Company, Inc., 79 
S. Ct. 457 (February, 1959). [K.J.c.] 

Regulated industries do not enjoy the complete 
immunity from the antitrust laws that they some- 
times suppose. This lesson has been brought home 
many times and is reiterated in this decision by the 
Supreme Court. 

With the goal of acquiring television stations in 
five of the country’s eight major markets, the Na- 
tional Broadcasting Company, according to gov- 
ernment allegations, exchanged its Cleveland station 
for one in Philadelphia owned by Westinghouse 
after softening up the latter by the threat of deny- 
ing its stations affiliation with the NBC network. 
The Government's charge that the Sherman Act 
had been violated was dismissed by a federal district 
court because the Federal Communications Com- 
mission had approved the exchange of stations, thus 
barring independent action by the Department of 
Justice. 

The Supreme Court now reverses this decision. 
The legislative history of the FCC shows that 
Congress did not intend to give it, rather than the 
courts, power to decide antitrust issues. That fact, 
leaves the defendants only with the contention that 
federal antitrust action was barred by the doctrine 
of primary jurisdiction—that is, by the rule that 
when an antitrust action interferes with the regula- 
tory scheme of a regulatory agency the latter pre- 
vails, thus preventing the confusion that would 
arise from sporadic interference by the courts. But 
the television broadcasting industry is only a par- 
tially regulated industry and its rates are not con- 
trolled. “Thus, there being no pervasive regulatory 
scheme, and no rate structures to throw out of 
balance, sporadic action by federal courts can work 
no mischief. The justification for primary jurisdic- 
tion accordingly disappears.” 


Il. REGULATION OF PRODUCT 
CHARACTERISTICS 


C. Packaging and Conditions of Sale 


Mohawk Refining Corporation, et al. v. Federal 
Trade Commission, CCH 4 69,276 (CA 3, February, 
1959)- 
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Royal Oil Corporation, et al. v. Federal Trade 
Commission, CCH 69,234 (CA 4, January, 1959). 

Harsam Distributors Inc., et al. v. Federal 
Trade Commission, CCH 4 69,280 (CA 2, February, 
1959). [H.D.0.] 

The Federal Trade Commission not only has the 
authority to take steps to prevent a firm or person 
from misrepresenting what he has to sell; it also 
can compel him to reveal information which may 
be of interest to the public in deciding whether or 
not to buy from him. Thus, the Commission in the 
Mohawk case prohibited the company from selling 
previously used oil without disclosing the fact of its 
previous use. Since many jobbers and members of 
the purchasing public seem to prefer unused oil, 
it was immaterial that the reclaimed oil was in no 
respect inferior to so-called virgin oil. The public, 
said the Court, is entitled to buy what it chooses. 
Quoting an earlier decision, it went on to say: “To 
tell less than the whole truth is a well-known 
method of deception; and he who deceives by re- 
sorting to such method cannot excuse the deception 
by relying upon the truthfulness per se of the 
partial truth by which it has been accomplished.” 

Merely labeling the cans with the term “Re- 
processed Oil” was held to be insufficient in another 
case involving a similar set of facts. The Court indi- 
cated that as long as “some” prospective purchasers 
might not know that “reprocessed” oil was not new 
oil, a finding of deceptive practices was justified. 
The Court stated specifically that no proof was 
required that any particular buyer was actually de- 
ceived as long as a “capacity” to deceive existed. 
(Royal Oil case.) 

In still another decision, involving a perfume 
distributor, the Commission held that the dis- 
tributor could not claim a particular fragrance was 
“imported” if, in fact, only the essence came from 
France and was compounded locally with domestic 
alcohol. (Harsam case.) Obviously, to an ever in- 
creasing extent, the Federal Trade Commission 
requires a full and complete disclosure of product 
characteristics; nothing less seems to satisfy it. 


Ill. REGULATION OF PRICE 
COMPETITION 


A. Price Discrimination 
Henry Broch and Co. v. F.T.C., CCH 4 69,208 
(CA-7, December, 1958). [A.T.D.] 

The brokerage provision of the Clayton Act does 
not cover sellers’ brokers. So says the Court in 
setting aside a cease and desist order issued by the 
Federal Trade Commission. 

A seller agreed to meet a bid price only if its 
broker would help to reduce costs by accepting a 
$ per cent commission rather than its usual 5 per 
cent. The broker agreed. No payment was made 
to the buyer, either directly or indirectly. 

The Court holds that the seller could cut its 
price because its landlord lowered the rent, its ad- 
vertising agency reduced fees, its employees accepted 
lower wages and salaries, or for a multitude of 
other reasons. Reduced sales commissions are no 
different. They are not immune from consideration 
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in negotiating for sales. To rule otherwise would 
be to disregard the public welfare by enforcing 
price rigidity. This the law does not require. 
Neither the language nor the legislative history of 
the brokerage provision, Section 2 (c), indicates that 
it covers a seller's broker. 


B. Resale Price Maintenance 


Johnson and Johnson, Inc. v. G.E.M. Sundries 
Co., Inc., CCH 4 69,253 (Hawaii Supreme Ct., Janu- 
ary, 1959). [A.T.D.] 

These proceedings are concerned with the ques- 
tion of whether fair trade legislation in the terri- 
tories is legal. The issue has lost its significance in 
view of the acquisition of statehood by Alaska and 
Hawaii.’ Yet this decision means that Hawaii enters 
statehood as a fair trade jurisdiction, a status which 
its courts seem disposed to uphold. 

Previously a Hawaii circuit court and a federal 
district court held that fair trade in the territories 
is illegal. Resale price maintenance violates the 
Sherman Act except as provided for by the Miller- 
Tydings Act and the McGuire Act. These validated 
fair trade by amending Section 1 of the Sherman 
Act, which is applicable to interstate commerce. 
They did not amend Section 3, applicable to terri- 
torial commerce. (See this section, July, 1958, issue.) 

Here the Supreme Court of Hawaii overrules the 
lower Hawaiian court. It holds that the amend- 
ments are applicable to territorial commerce. The 
Territory has just as much right to enact and to 
enforce fair trade legislation as any state. This 
places the territorial courts and the federal court 
in a position of disagreement which need never be 
resolved. 


VI. PROCEDURAL AND 
MISCELLANEOUS DEVELOPMENTS 


1. Niagara of Buffalo, Inc. v. Niagara Manufac- 
turing and Distributing Corporation, CCH 4 69,228 
(CA-2, December, 1958). 

Radiant Burners, Inc. v. American Gas Associa- 
tion, et al., CCH 4 69,173 (D.C. N. Ill., October, 
1958). 

Delaune v. Hibernia National Bank of New 
Orleans, CCH 4 69,123 (D.C. E. La., July, 1958). 

Goldlawr, Inc., v. Shubert, et al., CCH 4 69,227 
(D.C. E. Pa., December, 1958). [H.D.0.] 


July 1959 


A question often asked but rarely settled con- 
cerns the specific facts a plaintiff must allege, and 
be able to prove, to sustain a recovery of treble 
damages under the antitrust laws. It has sometimes 
been said that the pleadings in an antitrust suit 
need to be more specific, more detailed, than those 
in a simple commercial action. Not so, said the 
Court of Appeals of the Second Circuit. The usual 
rules of legal procedure generally apply. (Niagara of 
Buffalo case.) 

Several other decisions, recently handed down, in- 
dicate the general direction the pleadings must take. 
For one thing, the plaintiff must be able to show 
that the acts he complains of have the effect of 
injuring the public. “The primary purpose” of the 
antitrust laws, said the Court, “is to protect the 
public; the private remedy of triple damages is 
incidental to that primary objective.” (Radiant 
Burners and Delaune cases.) A plaintiff cannot stop 
there, however. He must also be able to show that 
he, as an individual, was injured by the alleged 
violation of the antitrust laws. If he cannot do this, 
he should leave it to the Attorney-General to bring 
the necessary action. (Goldlawr case.) 


2. Jack H. Kelly v. Vincent W. Kosuga, 79 S. Ct. 
429 (February, 1959). [K.J.C.] 

A defense that may sometimes be employed 
successfully against a suit for breach of contract is 
the illegal nature of the contract under antitrust 
law. However, courts are somewhat skeptical of this 
defense, particularly when the defendant is seeking 
to avoid payment of the purchase price. 

In this suit the Supreme Court shows the tradi- 
tional reluctance of courts to help people renege on 


‘ their obligations. The defendant was seeking to 


escape paying for some thirty-seven carloads of 
onions on the ground that the sales contract had 
been a part of a conspiracy to rig the price of 
onions. The Supreme Court recognized that it 
could not be a party to enforcing the specific parts 
of such a contract that violated the antitrust laws. 
But other than this, “... the courts are to be 
guided by the overriding general policy, as Mr. Jus- 
tice Holmes put it, ‘of preventing people from 
getting other people’s property for nothing when 
they purport to be buying it.’” The defendant was 
liable for the purchase price. Mr. Justice Black and 
Mr. Justice Douglas dissented. 
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ANNOUNCEMENT 


This section, MARKETING ARTICLES IN RE- 
VIEW, was formerly entitled MARKETING RE- 


Initials of staff members, following subject headings, identify the reviewers of the individual items. 


SEARCH. The section has been renamed in order 
better to describe its content and function as a re- 
view of significant marketing articles. 

Note that the General Headings have been re- 
vised. The new list, which appears on this page, 
conforms to the new general headings developed 
for use in indexing the JOURNAL OF MARKETING. 


1. ADVERTISING AND SALES 
PROMOTION 


Some Questions About Attention. F. A. Cartier and 
K. A. Harwood, Journal of Communication, 
Autumn, 1958, pp. 106-110. [W.L.] 


Although the importance of attention in human 
communication has been reiterated throughout the 
years, the research literature on attention appears 
to have languished. Similar statements can be made 
about the study of interest. The latter occurs since 
interest cannot be defined without reference to at- 
tention, and our ignorance about attention prevents 
important progress in understanding interest. Yet, 
adequate understanding of the communication proc- 
ess must await a fuller comprehension of both in- 
terest and attention. 

The authors set forth five questions designed to 
“pique more curiosity and stimulate more interest 
in the subject of attention.” 
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Indicators of Perception: I. Subliminal Perception, 
Subception, Unconscious Perception: An 
Analysis in Terms of Psychophysical Indi- 
cator Methodology. Isreal, Goldiamond, Psy- 
chological Bulletin, November, 1958, pp. $73- 
411. [w.L.] 

Those interested in subliminal advertising should 
find this article stimulating and infomative. It re- 
views the literature pertaining to unconscious proc- 
esses in perception emphasizing psychophysical 
indicator methodology and the experimental ap- 
proaches. A bibliography of 198 items is appended. 


Leave the to Clients; Let’s Get 
Back to Advertising. Hal Stebbins, Advertis- 
ing Age, September 8, 1958, pp. 97-98. [J-E.M.] 
With the trend toward mechanized selling, ad- 
vertising has become the marketer’s basic sales tool. 
The chief responsibility of the advertising agency is 
the “mass communication of ideas.” The provision 
of ancillary services is not the business of the 
agency; its main function, as long as markets are 
people, is “to produce advertising that moves prod- 
ucts by moving people.” Some helpful advice is of- 
fered as to how agencies can do the job in the above 
respect. 


Make It Cooperative and Advertising. Michael P. 
Frowley, Super Market Merchandising, No- 
vember, 1958, pp. 63-66. [w.L.] 


The three stumbling blocks to co-operative ad- 
vertising from the manufacturer’s point of view are: 
the need to be fair, legal considerations, and con- 
servative interpretations of the law by lawyers. 
B. T. Babbit, Inc., is moving towards a solution on 
all three fronts. The program adopted by Babbit 
includes: payment of co-operative ad allowances on 
any advertising medium, development of store-di- 
rected and store-oriented programs, inviting sug- 
gestions for programs from retailers and suppliers, 
and adopting a consumer-orientation. 


Mass Marketing, Decline of Product Craftsmanship 
May Mean Loss of Persuasion in Advertising. 
Charles L. Whittier, Advertising Age, Decem- 
ber 8, 1958, pp. 87-go. [J-E.M.] 

This article concentrates on the relationship be- 
tween the product and its advertising. A product 
lacking distinctiveness in terms of quality attributes 
can only inspire mediocrity in advertising. Today 
there is too great a concentration on the concept of 
one mass market rather than that of the multiple 
segmented market. 

Certain current management policies contribute 
to the lack of persuasiveness in advertising: (1) the 
theory of early obsolescence, (2) the direction to- 
ward regimentation, (3) the primacy of quantity, 
and (4) competitive pricing. 


The Impact of Industrial Advertising. Vernon H. 
Van Diver, Sr., Printers’ Ink, January 23, 

1959, PP- [J-E-M.] 
This study analyzes the correlation between the 
amount of sales ($147 billion) made by 100 com- 
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panies from various industries over an eight-year 
period and the amount spent for business-paper 
advertising in 408 publications during the same pe- 
riod. The conclusion is reached that advertising, 
company growth, and company strength are in- 
extricably related for firms manufacturing indus- 
trial goods. 

From his detailed analysis of selected firms’ sales 
and advertising patterns, the author reaches seven 
specific conclusions about lowering advertising 
budgets and short-term advertising programs. The 
study is well-documented with three different sets 
of comparative charts. 


Viewing Advertising as Investment, Not Cost, Urged 
as Economic Stabilizer. Martin R. Gains- 
brugh, Advertising Age, February 2, 1959, pp. 
69-70. [J.E.M.] 

Although the treatment of advertising as an in- 
vestment has been suggested in past years, the fact 
that an important business economist advocates the 
idea merits notation. Advertising should be con- 
sidered as much an investment in the future as re- 
search and development. As a result of a survey, 
certain top industrialists indicated that a better sys- 
tem for handling the advertising budget was desir- 
able. As a consequence, “there is emerging now a 
tendency to view advertising as an investment, an 
investment not only in demand-creation, but also 
in greater product acceptance of not only the old, 
but even more in point, the new.” 

However, business management still has not ap- 
preciably recognized that advertising can be used 
as a contra-cyclical investment. A greater considera- 
tion should be given to this possibility as “adver- 
tising given its proper place in the available tool 
kit of management policies would help smooth out 
the course of an individual company’s activities.” 


Industrial Ad Success Formula: Progressive 
Term Programs. Vernon H. Van Diver, Sr., 
Printers’ Ink, January 30, 1959, pp- 21-36. 
[J-E.M.] 

The author in this study finds that budgeting 
should be planned around long-term goals. In terms 
of planning, as industrial advertising spending 
varies, it is followed at a later time by an increase 
or decrease in sales. Basically, an industrial firm’s 
advertising pattern dominates the sales pattern. 

The study shows how to plot a firm’s advertising 


expenditure and sales income against that for the 
industry through time. 


Advertising Must Be Unexpected and Believable to 
Break Through Subliminal Barrier. Earle 
Ludgin, Advertising Age, January 19, 1959, 
pp. 81-84. [J.E.M.] 

The article builds up, case by case, the consider- 
able amount of advertising appearing in both print 
and broadcast media. Being exposed to so much ad- 
vertising, the reader is able to close his mind to 
much of it. Mr. Ludgin believes that “advertising 
which is below the threshold of conscious awareness 
is expensive, ineffective, and contrary to any intent 
and purpose of the advertiser.” 
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To reach the mind of the buyer and to convince 
him to take action, Mr. Ludgin advises: “Make 
your advertising unexpected. Make it believable.” 
Excellent examples of current advertising are used 
to support this credo. 


Advertising to Business Leaders: New Survey Probes 
Ways to Do It. Myra E. Janco, Printers’ Ink, 
February 20, 1959, pp. 23-32. [J-E.M.] 

Specific factors that company and advertising 
media buyers take into account in selecting busi- 
ness-management publications are intensively ex- 
plored in this media study. The factors were deter- 
mined by the use of check-list questionnaires which 
were sent to 500 advertising managers and 150 ad- 
vertising agency media buyers. Informal interviews 
were held with 100 media purchasers to help inter- 
pret the questionnaires. Then, 25 media representa- 
tives were queried as to the survey's subject in or- 
der to compare their comments with those of the 
media purchasers. 

Four factors are considered basic in media de- 
cisions by both groups questioned: careful circula- 
tion analysis, quality and quantity of editorial 
content, reliable readership reports, and cost per 
thousand. 


A Basic Guide to Advertising Jobs. Advertising Re- 
quirements, January, 1959, pp. 27-28. [J.E.M.] 


This compilation of jobs in advertising, educa- 
tional background needed, principal duties, oppor- 
tunities for advancement, and minimum salaries is 
a basic contribution to counselors or to anyone in- 
terested in advertising opportunities. 


You Can’t Expect Client to Take Over Marketing; 
Agency Often Better Equipped. Walter F. 
Kohn, Advertising Age, October 6, 1958, pp. 
98-100. [J.£.M.] 


Advertising agencies should assist the client in 
developing marketing strategy. When a_ business 
firm’s management team does not consist of market- 
ing executive talent, the agency can fill the gap. Be- 
cause marketing is both an analytical and a creative 
process, business looks to advertising men to supply 
marketing consultation and assistance. 


The Industrial Ad Budget. H. Jay Bullen, Indus- 
trial Marketing, January, 1959, pp. 48-52. 
[J-E.M.] 

The results of a study on industrial advertising 
budgets, in which 332 companies participated by 
questionnaire, are summed up by eight statistical 
charts. Meaningful conclusions are reached in the 
discussion of each chart. The article is summarized 
by providing a profile of a typical industrial ad- 
vertising manager’s budget: business publications, 
36.5 per cent; catalogs, 14.2 per cent; direct mail, 
11.8 per cent—for a total of 62.5 per cent. The 1959 
budget is 3.4 per cent of last year’s gross sales; the 
average budget is $308,851. 


2. AGRICULTURAL 
MARKETING 


Fruit and V Bargaining Cooperatives. Wen- 
dell M. McMillan, FCS Circular 25, Farmer 
tive Service, US.D.A., November, 

1958, pp. 72. [J-K-s.] 


Use of bargaining co-operatives is a relatively 
new development among growers who produce 
fruits and vegetables for processing. Yet this type of 
co-operative is becoming increasingly important. 
Growers see bargaining co-operatives as a way to 
maintain or improve their bargaining position by 
negotiating as a group, rather than as individuals, 
for price and other contract terms involved in the 
sale of their crops to processors. 

Factors important to the success of bargaining as- 
sociations include (1) sufficient proportion of ton- 
nage signed up with the association, (2) adequate 
economic and marketing information, (g) efficient 
management, (4) informed membership, and (5) an 
industry-wide approach to negotiations which con- 
sidered not only the position of the grower but also 
the position of the processor, retailer, and consumer. 


Marketing of Fresh Apple Juice and Cider. Dana 
G. Dalrymple, Progress Report 27, Storrs Ag- 
ricultural Experiment Station and the Agri- 
cultural Extension Service, University of Con- 
necticut, 1958. 118 pp. [j.s.w.] 

The per-captita consumption of apples in the 
United States has been declining. 

This study is primarily concerned with consump- 
tion patterns for apples in juice form. Apples proc- 
essed and sold in the juice state are essentially fruit 
which cannot be marketed for other uses because of 
quality. 

Three reasons are suggested in explaining the 
lack of demand for apple juice and cider: (1) medi- 
ocre and variable flavor of the present product; (2) 
limited distribution; and (g) lack of promotion. If 
action were taken to improve operations in these 
areas, it is felt more of the product would be sold. 
The various aspects of the problem are explored 
extensively in the report. 


3. AREA ANALYSIS 


Problems in the Statistics of Urban Agglomeration. 
Stuart A. Rice, Science, November 7, 1958, 
pp- 1111-1115. [S.c.4.] 

Changes in living patterns, especially since the 
popularization of the automobile, require the de- 
velopment of new conceptual criteria for the study 
and analysis of urban areas. Even without regard to 
the development of interurbias and megopolii, the 
economics and social unit that its inhabitants con- 
sider “a city” usually embraces several conventional 
towns and administrative units. The statistical prob- 
lems this growth imposes involve requests for data 
concerning transportation, recreation, trading, sew- 
age, land use, and educational areas that cut across 
municipal lines. 
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4. BUYING AND 
PURCHASING 


The Human Being in the Job of Buying. Dr. Ernest 
Dichter, The American Sal » J y, 
1959 PP- 42-53- 

The purchasing agent or other buyer who buys 
for a business is influenced by the same motiva- 
tions that affect us all as customers—plus several 
others that complicate the salesman’s task. For in- 
stance, he has to (1) submerge his own taste and 
buy to suit the ideas of someone else, (2) to pur- 
chase in today’s market but justify his purchase a 
month or a year from now, and (g) satisfy two ti- 
tans: his own organization with its high-flown ex- 
pectations, and the salesman’s company with its 
down-to-earth terms. 


5. COSTS AND EFFICIENCY 


Accounting for a Wholesale Grocery. Russell L. 
Hammons, N.A.A. Bulletin, August, 1957, pp. 
1565-1573. [S.J-S.] 

The accounting plan outlined in this article is 
designed for the small or medium-size grocery ware- 
house that can not afford the mechanized but more 
complicated accounting system utilized by larger 
wholesale establishments. 

A broad picture of accounting is provided to- 
gether with many of the details, not only of forms 
but also of the ways in which such forms, the pro- 
cedures they represent, and the reports they result 
in or constitute can effectively aid in profitable op- 
erations. Order, inventory, cash, and cost control 
are among the topics covered, and numerous ex- 
hibits illustrate the procedures described. 


The Small Order Problem in Distribution Cost 
Control. Curtis J. Blecke, N.A.A. Bulletin, 
June, 1957, pp. 1279-1284. [8.J.s.] 

The field of distribution cost accounting is com- 
paratively undeveloped and affords cost account- 
ants the opportunity to provide a management tool 
designed to reduce marketing costs per unit. 

Described and illustrated in this paper are pro- 
cedures for analyzing orders and costs to disclose 
categories for which relatively fixed processing costs 
in plant and office suggest that losses are being sus- 
tained. Also illustrated are unit standard cost rec- 
ords and attention is given to factory costs which 
may not always be classified as distribution costs. 


6. CONSUMER ANALYSIS 


Consumer Investment Expenditures. James N. Mor- 
gan, The American Economic Review, De- 
cember, 1958, pp. 874-902. [s.c.H.] 


Analysis of the University of Michigan Federal 
Reserve Board Survey of Consumer Finances data 
indicates that the percentage of consumer income 
after taxes spent on cars, durables, and home addi- 
tions and repairs (consumer investment items) in 
the postwar United States does not vary between 
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income classes except for the very lowest segment 
(under $1,000 per year) and possibly for the highest 
(over $7,500). Such expenditures take larger por- 
tions of income among home owners than renters, 
among married people than single ones, and at 
earlier rather than later stages of the family life 
cycle. The proportion of income spent on these 
consumer investments varies over time, probably in 
response to major events in the outside world and 
to changes in consumer attitudes. Individual family 
investment expenditures tend to be sticky down- 
ward and flexible upward in the face of income 
changes. 


Changing Trends in Regional Shopping Centers. 
T. D. Ellsworth, Delores Benjamin, and Her- 
man Radolf, Journal of Retailing, Winter, 
1958-59, PP. 177-194. [S.C.H.] 

Interviews with 4,524 shoppers in eight regional 
shopping centers near New York City indicated: 

(1) Once customers visit a shopping center, they 
almost always buy something. (2) However, one- 
third to one-quarter of the customers reported be- 
ing unable to complete all planned purchases, 
largely because of poor merchandise selections or 
because stores were out of stock. (3) Women shop- 
pers predominate and their attention tends to be 
concentrated on apparel purchases, especially 
women’s wear. (4) The chief attraction of shopping 
centers is their location, although good merchan- 
dise assortments are also significant: (5) The shop- 
pers tended to limit their visits to a department 
store and one other store in the center. 


Shopping Habits Report. Super Market Merchan- 
dising, January, 1959, pp. 80-100. [W.L.] 


This article gives a capsule report on some of the 
findings of the fifth annual Burgoyne Grocery and 
Drug Index. The information was gathered through 
personal interviews with 1,725 supermarket shop- 
pers in Cincinnati, Columbus, Milwaukee, Albany, 
and Wichita. 


Consumer Buying Plans: A New Survey. Morris 
Cohen and Martin R. Gainsbrugh, Confer- 
ence Board Business Record, November, 1958, 
PP- 449-467. 

With this report, the National Industrial Con- 
ference Board inaugurates a new approach to the 
analysis of ultimate consumer buying activity. The 
authors review three methods generally available— 
quantitative, buying plans, and techniques of con- 
sumer psychology—and explain the Board’s deci- 
sion to use the buying plans approach. 

Two factors distinguish the new survey. Inter- 
viewing is conducted continuously; currently, two- 
or three-month averages are reported; subsequently, 
it is contemplated that monthly and even weekly 
figures will be reported. 


The 1958 Food Dollar—How Was It Spent? Curtis 
C. Rogers, Food Business, December, 1958, 

pp- 13-14. [J.s.w.] 
Commencing with the December, 1958, issue of 
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Food Business the Market Research Corporation of 
America will contribute editorial material on ap- 
propriate subjects. From data gathered through 
MRCA’s National Consumer Panel it is shown that 
the total dollar volume spent for food in 1958 was 6 
per cent higher than in 1957. 


7. DISTRIBUTION AND 
CHANNELS OF 
DISTRIBUTION 


Food Broker ‘Invaluable’, Buyers Report. Food 
Topics, December 1-15, 1958, pp. 3, 42. [J.5.W.] 


The broker is becoming an increasingly impor- 
tant factor in the distribution of food in our coun- 
try. In this report the results of a survey among 
food brokers’ customers is given. Nearly four-fifths 
of the respondents were chain store buyers, men 
who see all types of sales representatives day in and 
day out. Their views on the activities of brokers 
thus are valuable to anyone using this method of 
distribution. 


Total Antibiotic Market. FDC Reports, January 26, 
1959, P- 20. [D.R.] 

In 1958, the total antibiotic market amounted to 
$447,000,000, representing United States domestic 
sales at the manufacturer’s level, according to John 
McKeen, president of Pfizer. 

Mr. McKeen divided the total antibiotic market 
as follows: 


Human dosages—$380,000,000. 

Veterinary dosage—$35,000,000. 

Animal feed products—$30,000,000. 
Preservatives, pesticides, and others—$2,000,000. 


The $380,000,000 human dosage total was broken 
down as follows: 


Broad-spectrum products—$2 10,000,000 
Medium-spectrum products—$40,000,000 
Narrow-spectrum products—$130,000,000 


Drug Store Sales in 1959. American Druggist, Janu- 
ary 12, 1959, cover, p. 68. [D.R.] 


In 1959, American Druggist predicts, drug store 
sales will increase 3.5 per cent above the 1958 level. 
The magazine estimates 1958 retail drug store vol- 
ume at $6,773,000,000—a 4 per cent increase over the 
1957 total of $6,511,000,000. 

The 1958 estimate is broken down this way: 

Independent drug stores—$5,398,000,000, for a 
rise of 3.7 per cent over 1957. 

Chain drug stores—$1,375,000,000, for a rise of 5.2 
per cent over 1957. 

The chain figures cover organizations operating 
four or more units, all with prescription depart- 
ments. 


Restrictions On Sales of Drugs. Drug Topics, Feb- 
ruary 16, 1959, p. 13. [D.R.] 
A survey of retail pharmacists finds that 50 per 


cent believe that all drug products should be sold 
only under the personal supervision of a licensed 
pharmacist. 

This stand is urged as a solution to the question 
of which over-the-counter drug products—that is, 
products not restricted to sale on prescription— 
should be permitted on sale in non-drug stores. 


Retail Vitamin Sales in 1958. American Druggist, 
March g, 1959, pp. 6, 7. [D.R.] 

Retail sales of vitamins in 1959 amounted to 
$377,216,000—an increase of only 0.2 per cent above 
1957, according to American Druggist’s latest study 
of the market. 

The healthiest increase was that shown by mail- 
order houses, which did $16,914,000 on vitamins last 
year—a gain of g.2 per cent over the year before. 


8. FINANCING 


Consumer Credit: Reasonable and Respectable. 
Ervin Miller, Challenge, November, 1958, pp. 
69-73. [W.L.] 

The individual today operates in an environment 
that sanctions the use of consumer credit. The life- 
cycle approach emphasizes that expenses associated 
with certain periods of one’s life are not balanced 
by existing levels of income. The debt undertaken 
is often self-financing since it results in increasing 
efficiency and other economic advantages. Credit has 
a whiplash effect forcing savings and often permits 
desired goal achievement. Thus, in using credit, 
consumers may be rational. 

From the borrower's point of view it appears 
that lenders are rational, There exists an increasing 
emphasis on financial planning, the use of financial 
intelligence to establish practicable guides for de- 
termining credit limits, and the rapid growth of 
an industry with minimal losses to attest to this 
rationality. 


Leasebacks and Leasing. Frank K. Griesinger, 
Credit & Financial Management, February, 
1959, PP. 13, 20-21. [W.L.] 

The impact of “lease marketing” on credit man- 
agement and operations, and its advantages for 
companies adopting the practice, are examined. 
The author discusses the problems of using leasing 
as a financial tool and the changes which a lease 
contract makes in the financial statements of the 
lessee. Leasing is considered as a new method of 
financing and marketing which can be a valuable 
asset to business. 


9. FORECASTING 


Decomposition of Economic Time Series. Julius 
Shiskin, Science, December 19, 1958, pp. 1539- 
15,46. [s.c.H.] 


This is a description, for the lay reader, of the 
Bureau of the Census’ success in programming elec- 
tronic computer analysis of cyclical, seasonal and 
irregular factors in economic time series. Seasonal 
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adjustments in the series studied are made by the 
ratio-to-moving-average method, subject to a com- 
plex graduation formula (basically a weighted 15- 
month moving average applied to the preliminarily 
adjusted series) to estimate the trend-cycle curve. 
The detailed computations allowed by electronic 


processing seem to permit identification of changes 
in trends and seasonal patterns. 


Prediction and Feedback In Business Planning. 
William D. McEachron, Operations Research, 
July-August, 1958, pp. 560-572. [w.L.] 

This paper examines how prediction and feed- 
back fit into business planning. Prediction is de- 
fined as “the present estimate of future events over 
which we have no control.” Prediction and plan- 
ning, therefore, are not synonymous. Once a plan 
is formulated, however, feedback should take place 
since it refers to the process of checking plans 
against business objectives and modifying them. 


Chartbook of Current Business Trends (5th ed.). 
National Industrial Conference Board, Inc., 
1958. [J.M.R.] 

Here is a valuable tool for anyone concerned with 
forecasting. Some twenty-six widely used time series 
are charted together with the Conference Board's 
own “Diffusion Index” and “Eight Sensitive Business 
Indicators.” Pricing, labor, money, sales, inventory, 
and construction’s series are included. 


Some Recent Econometric ts. T. M. 
Brown, The Canadian Journal of Economics 
and Politica! Science, February, 1959, pp- 23- 
[S.c.H.] 

In this article, intended for the non-econometri- 
cian, Brown traces the development of this special- 
ized branch of economics. He notes that recent de- 
velopments have been few and faltering, but 
hopeful. Available models are subject to criticism 
because of the omission of important variables, be- 
cause many essentially endogenous (internal) vari- 
ables are treated as externals or as givens, and be- 
cause heterogeneous sectors are often improperly 
aggregated and treated as one. 


Drug Chains’ Expansion Plans for 1959. Chain 
Store Age, Drug Edition, January, 1959. p. 
58-59. [D-R.] : 

The goth annual construction survey conducted 
by Chain Store Age finds that the nation’s drug 
chains plan to build 600 new stores, and to remodel 
650 existing ones, during 1959. 

The survey covers 2,205 companies which operate 
2 or more drug stores. Altogether, the 2,205 com- 
panies operate 8,925, units. 

Of the 600 new stores planned for 1959, 475 will 
be located in shopping centers. 

Altogether, the chains—and their landlords—ex- 
pect to spend a total of $87,000,000 on the new 
stores and the remodelings. 

The chains estimate that their business in 1959 
will exceed that of 1958 by from 7 per cent to g 


per cent. 
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Sales of Ethical Drugs in 1975. FDC Reports, Feb- 
Tuary 16, 1959, p. 23. [D.R.] 

George B. Stone, general manager of the Roerig 
Division of Pfizer recently completed a study of the 
drug industry under a fellowship at Massachusetts 
Institute of Technology. 

Reporting on the study at a Central region meet- 
ing of the Pharmaceutical Manufacturers Associa- 
tion, Mr. Stone predicted that, in 1975, sales of 
ethical drugs, at the manufacturers’ level, will 
amount to $5.2 billion—about three times the $1.8 
billion estimated for 1958. “Ethical” drugs are 
those sold via doctor’s prescription or recommenda- 
tion, rather than via advertising to the public. 


10. FOREIGN MARKETING 


How Germany’s Retailers Fight the Chain Stores. 
Euromarket, December, 1958, p. 24. [0.P.A.] 

German grocers are organizing voluntary chains 
to obtain the benefits of volume buying. 

The notable feature of these food and grocery 
chains has been the speed of their growth. From 
virtually none in 1948, today more than 80,000 re- 
tail grocers belong to a chain, and the number is 
increasing. 

This trend stems from two main influences: (1) 
increasingly difficult competition from large branch 
stores and co-operative societies; and (2) anticipa- 
tion of tougher competition from the Common 
Market. 


Germany’s Grocers Organise. The Economist, De- 
cember 27, 1958, p. 1168. [F.M.] 

Until about two years ago most of the small Ger- 
man grocery shops were stagnating in woeful dingi- 
ness. Their larger rivals, commanding ampler re- 
sources, were fast switching to self-service and super- 
marketing. It looked like the small fellows would 
not survive this competition. This is a fascinating 
account of the rebound of the small grocers by 
means of “voluntary chains” (freiwillige Ketten). 


Malthus Again. Joseph J. Spengler, Challenge, No- 
vember, 1958, pp. 8-12. [W.L.] 


This brief article is concerned with the intense 
population areas of Asia, North Africa and the 
Caribbean, which contain nearly three-fifths of the 
world’s population. In these countries the mechan- 
ization of economic activity will not shortly lift the 
burden of poverty. There is little likelihood that 
the agricultural populations of these countries will 
soon be reduced or that food will become abundant 
and capital formation replace shortage of land. 
Population growth and increasing longevity is a 
major deterrent to increasing per-capita income. 


Hacia La Formacion de un Mercado Regional Lat- 
inoamericano. Informacion Comercial Es- 
panola, Ministerio de Comercio, Num. 296, 
Abril, 1958, pp. 437-439- 

The prospect of a European common market has 
stimulated Latin America to action. The economic 
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commission for Latin America recently brought to- 
gether a group of experts to discuss the problems of 
organizing a regional market for Central and South 
America. 

The experts agreed that a regional market au- 
thority should, like its European counterpart, pro- 
ceed to achieve a unification of tariffs, organize a 
system of credit to stimulate trade between Latin 
countries, and encourage the industrialization of 
underdeveloped countries. 


Pattern of Soviet Foreign Trade. Harry Schwartz, 
The Conference Board Business Record, Oc- 
tober, 1958, pp. 429-448. [J.M.R.] 

This comprehensive report is based on statistical 
data on foreign trade released by the Soviet Union 
after roughly two decades of secrecy. Some twelve 
tables showing foreign trade by countries and by 
commodities are included. 

Interestingly, data on foreign trade in precious 
metals, uranium, and arms and munitions are ex- 
cluded. 


Trading Firms of Japan. Katsutoshi Uchida, Bulle- 
tin of University of Osaka Prefecture, Series 
D, Volume II, 1958, pp. 97-107. [L.P.D.] 


In this useful contribution to knowledge of the 
Japanese marketing system, the author describes 
the different types of trading companies which con- 
trol the channels of distribution, explains some of 
the historical reasons for their development, and 
briefly describes their activities. 


Marketing Implications of the St. Lawrence Sea- 
way. Joseph R. Hartley, Carroll Business 


Bulletin, January, 1959, pp. 9, 11. [B.c.] 


The completion of this project means that the 
economic heartland of our nation, the Midwest, 
can be reached by large, low operating cost shipping 
coming from Europe. It will be considerably less 
expensive to use this new route rather than having 
merchandise shipped from Europe by ship to our 
Atlantic ports and then paying the high railroad or 
trucking rates from these ports to areas in the Mid- 
west. The same will hold true, of course, of goods 
made in the United States destined for European 
markets. The St. Lawrence Seaway will also yield 
considerable savings in items moving between the 
United States and Canada. 

The Seaway will cause a major shift of foreign 
marketing channels for overseas trade from the 
Gulf and Atlantic Coast ports to the Great Lake 
ports. But since the Seaway will be closed to ship- 
ping during the winter months, organizations will 
still have to retain facilities at the old ports. 


Let’s Export Marketing Know-How. Woodruff J. 
Emlen, Harvard Business Review, November- 


December, 1958, pp. 70-76. [J.M.R.] 


The author argues effectively that American aid 
to underdeveloped countr:es which modernizes pro- 
duction but not marketing accentuates the spread 
between “haves” and “have-nots.” Result: no con- 


sumer market big enough to support a productive 
economy. The political and social implications are 
apparent. Exporting marketing know-how will help 
significantly in the cold war. 

Why has not marketing knowledge been extended 
to underdeveloped countries? First, marketing is 
more insular than other business sectors; second, 
marketing, unlike production, must be adapted to 
the sociological complex of the country; third, the 
belief that marketing responsibility to the world 
at large consists only of the development of inter- 
national trade and investment knowledge. 


11. GOVERNMENTAL 
RELATIONSHIPS TO 
MARKETING 


Utility Regulation: A Reexamination. Ed Henshaw, 
The Journal of Business, October, 1958, pp. 
335°348- [8.c-H.] 

Under multi-firm conditions, such as are found 
in the transportation industry, and with inadequate 
costing facilities available to regulatory commis- 
sions, the continuance of government control is 
more likely to bring about pricing at monopolistic 
levels than would be the case in an unregulated 
market. In general the benefits to the consumer 
that might flow from utility regulation (prevention 
of the costs, perhaps small, of monopoly) are often 
offset by the costs and wastes involved in the regu- 
latory process. 


Alternative Standards for Antitrust. Harvey J. 
Levin, Long Island Business, December, 1958, 
1, 4- [Bc] 

Several standards are employed by those enforc- 
ing the antitrust laws. It is important to know 
what they are and to evaluate them in terms of 
how well they can be used to enhance the economy's 
over-all performance. 

One set of standards focuses attention on “market 
structures.” Under this approach, defects in compe- 
tition are attributed to the existing structural na- 
ture of the industry, and it is held that the return 
to desirable conditions can be obtained only by 
changing the structure of the industry. 

Another set of standards uses the approach that 
business leaders, rather than economic environment, 
are responsible for undesirable business practices. 
No matter how the market structure is altered, 
there will always be some restrictive practices to 
police. Large corporations are often wary of en- 
gaging in such actions. This is true not because of 
their fear of the small penalties which may be 
imposed against them, but because of their unwill- 
ingness to incur bad publicity in the eyes of the 
general public. 

Third, progressiveness, efficiency and stability are 
sometimes cited to justify the acquittal of firms that 
fail the first two tests. Here, market conditions 
and trade practices are appraised mainly by their 
ultimate effects on industry 
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12. HISTORY AND TRENDS 


The Fabulous Billy Durant. John B. Rae, The 
Business History Review, Autumn, 1958, pp. 
255-271. [S.C.H.] 


The current vogue for mergers lends added in- 
terest to the history of William C. Durant, who 
assembled both General Motors Corporation and 
United Motors (later a G.M. subsidiary), later 
founded the Chevrolet Motor Car Company, 
through which he reobtained control of G.M., and 
then failed again, largely (according to Rae) be- 
cause of excessive stock promotion and inability 
to work with capable subordinates. 


Business A $500 billion G.N.P. Fortune, 
January, 1959, pp. 27-28. [W.1.K.] 

In this 18-month forecast, Fortune is definitely 
on the bullish side. Prosperity is predicted without 
qualifications: the G.N.P. is forecast to reach $475 
billion in 1959, and $500 billion in 1960. From the 
low of the Spring of 1958, the increase in the 
G.N.P. rate will be about $70 billion, or 15 per 
cent. The advance will be predicated on expanded 
inventory requirements, government programs, and 
home building contracts. Outlays for capital goods 
will be higher, and a further increase in consumer 
spending is predicted. 


The 1960’s: A Forecast of the Technology. Francis 


Bello, Fortune, January, 1959, pp. 74-78 ff. 
[w.1.K.] 


Research and development expenditures in the 
United States rose from under $3 billion in 1950 to 
$10 billion in 1958. Fortune estimates that the total 
R & D expenditure from 1950 through 1959 will be 
$60 billion. It predicts a total of $120 billion for 
the 1960s decade. Of the $10 billion spent for 
R & D in 1958, no more than $750 million went for 
basic research, and a good part of this was concen- 
trated in the nuclear fields. 


The Future Population “Mix.” Daniel Seligman 
and Lawrence A. Mayer, Fortune, February, 
1959, Pp- 94 ff. [w.T-K.] 

Since 1947 we have added go million new mouths 
to feed. By 1970, Fortune predicts, we shall have 
another go million plus, and a total population of 
208 million. The article points out that the great 
postwar baby boom is leveling off at a high level, 
but that another baby boom is likely after 1965 
when the Post World War II children begin to 
marry. A larger percentage of Americans are get- 
ting married, and early marriages are continuing 
to be the rule. Also, American families are having 
more children. The proportion of families having 
three or more children in 1945 was only about one- 
third of the total. During the last few years, the 
“three or more” category has increased to almost 
one-half the total. From 1970 on, it is expected that 
the typical family will consist of man, wife, and 
three children. The death rate is still falling 
sharply and will probably continue to fall, al- 
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though not as fast due to the ever-increasing pro- 
portion of old people in our population. 


Wholesale Price Index Will Be 121.1 July Ist, In- 
dustrial Production 140.0, Forecasts Average. 
Credit & Financial Management, January, 
1959, pp. 11-13. [W.L.] 

The results of Credit & Financial Management's 
annual survey of executive opinions on the whole- 
sale price index and the adjusted combined index 
of industrial production for the mid-year are re- 
ported. Forecasts are made by more than one hun- 
dred executives representing a wide variety of 
industries and various levels of management re- 
sponsibility. 


Food Marketing Companies, Diversification and 
Structure. Imogene Bright, Marketing Re- 
search Report No. 291, Agricultural Market- 
ing Service, U.S.D.A., December, 1958, p. 31. 
[J-K.S.] 


As one of its projects to determine the character 
and extent of the trend of combination and inte- 
gration within major food industries, AMS pub- 
lished this study in December, 1958. Data were 
based on material collected and classified by the 
Census Bureau and showed the number of com- 
panies engaged in food marketing, the number of 
establishments owned by these companies, the de- 
gree to which the functions of these establishments 
were diversified, and the degree of concentration 
of industry represented by these companies. 

It was found that companies which owned more 
than one establishment, multiunit companies, made 
up about 2 per cent of all companies engaged in 
food marketing in 1954; however, they employed 
43 per cent of the persons engaged in food market- 
ing and accounted for 52 per cent of industry 
payroll. Thirteen major food processing and trade 
industries were studied and differences between 
them were marked. For example, multiunit com- 
panies engaged in processing meat products ac- 
counted for about 3 per cent of all companies in 
this industry, but they accounted for almost 80 
per cent of industry employment and payroll. 


Post-War Baby Comes of Age—The Minute Maid 
Story. Frank Cogan, Food Business, Decem- 
ber, 1958, pp. 16-21. [J.s.w.] 
This interesting case study updates the reader on 
a classical marketing company. Minute Maid Cor- 
poration, founded in 1945, was the first firm to 
come up with a revolutionary new consumer prod- 
uct after World War II. Among its other firsts 
were: the first of the post-war food companies to 
reach $100 million sales volume, and the first to 
become an important national advertiser. 
However, its second decade was commenced under 
several shadows: private-label competition, high 
orange prices, apparent industry overproduction, 
etc. How the management pulled Minute Maid out 
of its hole is an interesting story in marketing 
management. 


— 
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13. INDUSTRIAL MARKETING 


Methane Sails to Market. The Economist, February 
21, 1959, pp. 707-708. [F.M.] 

Today natural gas can move only overland. 
Where it cannot be used locally or piped to other 
regions, it has to be pumped back down the wells, 
or burned or blown to waste. 

At the end of February, 1959, Methane Pioneer, 
a 5,000-ton converted tanker, docked at the Regent 
Oil Company jetty in the Thames Estuary. It car- 
ried about a million therms of Texas Gulf natural 
gas, frozen down into about 2,000 tons of liquid at 
minus 258° F. This pilot shipment might be the 
first step in opening a world market for natural 
gas. The economic impact of such a change is dis- 
cussed in some detail—an excellent case study in 
the marketing implications of new technology. 


14. MARKETING 
MANAGEMENT 


Religion and the World of Business. James C. 
Worthy, The Journal of Business, October, 
1958, pp. 293-303. [S.C.H.] 

Business serves the community, and business de- 
cisions tend to be guided by “enlightened” or 
“ethical” considerations. However, hewing to the 
stereotypes of self-interest, and of economic man, 
the bases for these considerations are usually ra- 
tionalized in terms of either personal benefit or 
social necessity. Worthy’s plea is for overt recogni- 
tion of the religious obligation from which the 
ethical considerations flow, and for the definition, 
in religious terms, of the norms of business con- 
duct. 


Some Psychological and Economic Assumptions 
Underlying Automation II. Henry Winthrop, 
The American Journal of Economics and 
Sociology, October, 1958, pp. 67-22. [w.t.] 


Students of marketing may be interested in, al- 
though disagreeing with, the projections made by 
Winthrop in this second part of an article concern- 
ing the future of automation. 

It is emphasized that the widely-held belief that 
automation will release the human spirit for fruit- 
ful use of leisure is a myth. America has never de- 
veloped a philosophy of leisure. The leisure-time 
objective of the average American is having fun. 

Moreover, the underlying economic belief of au- 
tomation enthusiasts in the infinite insatiety of 
human wants is a myth. Consumption-in-use satia- 
tion points do exist. Eventually, consumers will tire 


of the “Golden Age of Gluttony”, and consumer . 


fatigue will set in. Hence, automation may already 
be limited by the limited capacity for consumption 
and for changing preferences. 


Seasonal Demand and Uncertainty in Consumer 
Goods Industries—Some Case Study Data. 
Margaret Wray, The Journal of Industrial 
Economics, October, 1958, pp. 44-66. [s.c.H.] 


Before World War II small scale (and therefore 


highly flexible) manufacturers dominated the pro- 
duction of such seasonal goods as household furni- 
ture, clothing (raincoats and shirts) and toys in 
Great Britain. War time examples of mass produc- 
tion efficiencies encouraged shifts to large-scale 
mechanization in these industries. However, in spite 
of production planning, seeking forward orders, 
using modular construction techniques with con- 
sequent postponement of commitments, and adver- 
tising to build consumer franchises, the large firms 
have not completely solved the problems of sea- 
sonality and resultant high slack-period overhead 
charges. 


Programming Decisions. Sidney Schoeffler, Challenge, 
November, 1958, pp. 59-63. [W.L.] 


Our way of life is being influenced greatly by 
the developing decision-making technology. This 
technology consists of a group of rapidly emerging 
and only partially co-ordinated disciplines. Among 
them are probability theory, game theory, search 
theory, programming, information theory, sampling 
theory, queueing theory, and simulation techniques. 


Some Practical Profitability Calculations. K. R. 
Rickey, N.A.A. Bulletin, December, 1958, pp. 
71-78. [s.J.s.] 

Substituting the term time costs for what is gen- 
erally called fixed costs for the sake of clarity, the 
author demonstrates among other things how break- 
even point in miles per month per product can be 
calculated, and how several marketing territories 
can be measured and compared on the basis of 
profit potential. 

Armed with accurate financial facts on such ques- 
tions as what price will net us a profit, what if we 
reduce our price, what is the break-even point for 
each product, and should we enter new marketing 
areas, the marketing manager can make sounder 
decisions. 


On the Economic Management of Large Organiza- 
tions: A Laboratory Study. Stephan Enke, 
The Journal of Business, October, 1958, pp. 
280-292. [S.C.H.] 


Operations research suggested three changes in 
Air Force policy on spare parts stocking. (1) Inex- 
pensive, low-demand parts should be stocked in 
several years’ supply at forward bases, instead of 
in reserve depots, because of high reorder costs 
(even when reordering from depots) and undesir- 
ability of down time. (2) Automatic resupply of 
bases by an electronic data processing center main- 
taining up-to-date inventory records, instead of de- 
centralized control and requisitioning, partly be- 
cause of inadequacies of base personnel, but mainly 
because a central control point can generate ade- 
quate experience for statistical stock control much 
more rapidly than individual bases. (g) Deferring 
initial procurement of high value spare parts until 
some experience of needs has been obtained, mean- 
while relying upon use of prime contractors’ pro- 
duction buffer stocks, to reduce the overbuying 
customary when spare parts are purchased along 
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with initial orders for new aircraft types. These Industrial 


rules were tested by elaborate laboratory simula- 
tions of operating experiences, including two mock 
wars. 


Limits of Persuasion. Raymond A. Bauer, and Op- 
portunities for Persuasion. Edward C. Bursk. 
Harvard Business Review, September-Octo- 
ber, 1958, pp. 105-119. [J.M.R.] 

Bauer argues with logic that our inherited fears 
of “hidden persuasions” on a mass scale are un- 
founded because the increasing sophistication of the 
persuaded has kept pace with that of the persuader. 
The author points out that non-economic buying 
motives are not necessarily unconscious or irra- 
tional. If people buy a car to achieve status, such 
a motive is no less rational than economy nor is it 
an unconscious motive. As appeals to non-economic 
motives become more common, they tend to cancel 
each other out. Moreover, he expresses doubt re- 
garding the purported “irrationality” of today’s 
consumer. 

With regard to truly unconscious buying motives 
(which the individual would not acknowledge con- 
sciously to himself), Bauer argues that appeals in 
their direction may result in strong resistance to 
the message. People have a primitive resistance to 
manipulation. 

In the second approach to persuasion, Bursk 
posits the idea that persuasion is a matter of strat- 
egy, not manipulation; that it is a process of array- 
ing logical forces so that people themselves decide 
to do what the seller wants them to, rather than 
changing their minds. 

Bursk defines rational motives as self-approved 
buying motives and those that are irrational are 
not self-approved or socially acceptable. From this, 
the author recommends open selling (not pretend- 
ing to be something different) with the seller con- 
centrating on the strongest rational buying motives 
of the consumers he plans to sell to. 


Johnson Motors Propels Its Boom. Gregory Dunne, 
Industrial Design, January, 1959, Pp. 24-37- 
[J-E.M.] 

This client’s program is an excellent case history 
of the use of marketing consultants to solve prob- 
lems of marketing strategy. The work of the in- 
dustrial designer, advertising agency, and client is 
discussed and illustrated. 


How to Change a Trademark. Samuel G. Michini, 
Industrial Marketing, February, 1959, Part II, 
pp. 2-8. [J-E.M.] 

The well-conceived trademark can function as a 
seal of approval, identify the type of business and 
its scope, suggest strength and vitality, imply up-to- 
the-minuteness, and bridge the gap between prod- 
uct and person. 

After a careful evaluation of the new and the old 
trademark, the author explores the problems of 
presenting the new trademark to management and 
launching it into the market. This is a succinctly 
prepared instructional treatise. 
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asa Function. Peter 
Muller-Munk, Industrial Marketing, Febru- 
ary, 1959, PP- 45°47: [J-E-M-] 

The author, a pioneering industrial designer, 
discusses the inseparability of marketing and in- 
dustrial design by stating that “they are the same 
process.” Industrial designers are not product beau- 
ticians or stylists; nor are they only fashion artists 
to be called in to “dress-up” the product. The 
industrial designer should be a part of the entire 
marketing process beginning at the product plan- 
ning stage. This is proper as the designer deals with 
people, i.e., consumers. Further, the designer's “ulti- 
mate function must be the presentation of the total 
corporate face so that it communicates itself co- 
herently to the public.” 


Westinghouse Adapts New Marketing Concept; It 
Starts as Well as Ends with Customers. James 
Jewel, Advertising Age, January 26, 1959, 
pp- 81-82. [J.£.M.] 


The Westinghouse plan is concerned with the 
implementation of the marketing concept. The ba- 
sic underlying philosophy is stated in the company’s 
definition of marketing: “The entire organization 
(research, engineering, production, and marketing) 
must work together to determine what the cus- 
tomer wants, how best to produce it, how to mo- 
tivate its sale and how to deliver it.” 

The article is an excellent, brief summation of 
how one company has gradually reorganized to give 
organizational meaning to marketing. 


Application of Operations Research to Managerial 
Decision Making. Burton V. Dean, Adminis- 
trative Science Quarterly, December, 1958, 
pp. 412-428. [w.L.] 

This is a nontechnical discussion of the value 
and methods of operations research as a tool in 
the decision making process. The characteristics of 
Operations research, the role of models, mathe- 
matical tools used, specific operations research tech- 
niques, and computers are briefly presented. 


15. MARKETING EDUCATION 


Teaching Machines. B. F. Skinner, Science, October 
24, 1958, pp. 969-977. [s.C-H.] 

A description of several machines through which 
questions or exercises are presented to the student 
as individual “frames” of visual material. The stu- 
dent completes the exercise or answers the ques- 
tion on another frame provided by the machine, 
and then either he or the machine (depending 
upon the model) compares his response with a 
previously stored preset correct answer. The ma- 
chine is designed to require correct completion of 
one question before proceeding to the next, or it 
may show the proper answer itself so that the stu- 
dent can compare his response. Given properly 
programmed material, it is claimed such machines 
can impart knowledge and techniques effectively 
and easily. Although Skinner does mention possi- 
bilities for such machines in industrial training, he 
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does not explore implications for other types of 
indoctrination, such as advertising or sales demon- 
stration. 


16. MERCHANDISING 


New Developments in the Frozen Food Industry. 
H. Wayne Bitting, Marketing Research Re- 
port No. 236, Agricultural Marketing Service, 
US.D.A., May, 1958. [J.K-s.] 


The growth of capital requirements in the frozen 
food industry has been associated with the adoption 
of technological improvements and an increase in 
mass marketing. This growth is also associated 
with an increase in size of operations and in spe- 
cialization. The amount of capital investment is 
one way of measuring the change which has oc- 
curred. Also, the growth in capital requirements 
affects competition within the industry. 

The growth in mass marketing of frozen foods 
means that large volumes with uniform quality are 
needed throughout the year. To achieve uniform 
quality, additional capital investment is required. 
Frozen food processors have attempted to obtain 
uniform quality through product specifications 
and contractual arrangements with growers or 
through direct production of the commodities they 
are using. If processors fail to meet these require- 
ments, the large retail buying units may attempt 
to take over the control of quality themselves. 


How Women Feel About Food Packaging. Bette 
Macon, Advertising Requirements, February, 
1959, pp- 83-85. [J-E.M.] 

Packages that are recognized by designers as 
award-winning are often not the answer to con- 
sumers’ problems. A panel of food editors and 
housewives aired their disapproval of many current 
packages. To make packages more convenient, the 
housewives suggested the use of strip-open tape 
as on a cigarette package, legible and larger type 
for instructions, and easier opening and closing 
devices. The panel as a whole felt that packages 
should be lower in price. 


Trading Stamps and Their Impact on Food Prices. 
Henry T. Badger, Marketing Research Re- 
port No. 295, Agricultural Marketing Service, 
US.D.A., December, 1958, pp. 47- [J-K-S.] 


Trading stamps cost retailers about $375 million 
(exclusive of handling costs) during 1956 of which 
57 per cent represented a cost to food retailers. This 
cost averaged $2.25 per 1,000 stamps, or a little 
more than 2 per cent for each dollar of sales for 
which trading stamps were issued. 

Analysis of price data in twenty-one cities indi- 
cated that, on the average, food prices in stores 
adding trading stamps increased about 0.6 per cent 
in relation to prices in non-stamp stores. Sales 
volume and profits of five stamp food chains and 
five non-stamp food chains were studied to deter- 
mine probable influence of stamps. Sales volume 
in five stamp chains increased after stamps were 
added in relation to the five non-stamp chains. 


Profits as a percentage of sales in the stamp chains 
decreased slightly after stamps were added though 
profits in the non-stamp chains increased consider- 
ably. 

Advocates of trading stamps claim that stamps 
more than pay for their cost through reduced 
charges resulting from increased sales and greater 
competition. Others believe that the cost of stamps 
to retail food stores is primarily covered by in- 
creased food prices. This study does not support 
either view, but instead, indicates that the cost of 
stamps was covered, in part, by reduced costs re- 
sulting from increased volume, in part by higher 
prices, and in part by a decline in profit per dollar 
of sales. 


The Leased Department. Stores, January, 1959, pp- 
21 ff. [j.s.w.] 


The leased department device is an old depart- 
ment store management technique, going back to 
the days of Rowland H. Macy. Nevertheless, the 
leased department continues to be used. In a recent 
mail survey directed at National Retail Merchants 
Association membership, the responses of more 
than 200 department stores with sales volume over 
one million dollars revealed many different aspects 
of this type of operation. 

For one thing, leasing is on the increase, for one- 
half of the responding stores have added leased 
departments in the past two years. As many as 10 
per cent of the departments in the typical depart- 
ment store are leased, accounting for eight per 
cent of the store’s total sales. The article outlines 
the reasons for leasing and the arguments against 
its use. 


The Multi-Pack Story! Len Kanter, Food Topics, 
December 1-15, 1958, pp. 2 ff. [J.s.w.] 


Food Topics and the Mead-Atlanta Paper Com- 
pany joined forces to study, in a scientific fashion, 
how effective the packaging of food products in 
multiple units is in merchandising such goods. The 
study was conducted for six months, two complete 
selling cycles, in two different supermarket chains, 
Tedeschi’s in Rockland, Massachusetts, and 
Chatham in Detroit. Some quarter of a million 
cans and jars of food were involved including such 
product categories as peas, soups, desserts, apple- 
sauce, corn, and baby foods. The results present a 
strong case for multi-packaging as sales gained 
19.4 per cent on the average when the device was 
used. 


How Better Space Management Increased Canned 
Meat and Fish Sales 50%. John E. Lewis, 
Progressive Grocer, December, 1958, pp. 58- 
63. [J-s.w.] 

This article is an interesting report, or case study, 
in the field of space management which is “simply 
better, more effective, use of space given to basic 
departments—a tightening up of the merchandising 
‘bolts,’ so to speak.” We have here a report on an 
experiment conducted by the Super Valu organiza- 
tion as a logical follow-up to its monumental Super 
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Valu Study. Six basic principles were employed in 
these space management tests: 


1. All items within a given product group were 
displayed together for quicker customer identi- 
fication and for easier restocking. 

. Merchandise was faced more closely to the 
quantities purchased. 

. Best selling items were given preferred shelf 
position. 

. Overlapping of product categories was elimi- 
nated and replaced by defined “blocks” of 
merchandise. 

. Slow sellers were eliminated. 

. Special display areas, “slots,” were built into 
each department to relieve shopping monot- 
ony. 


In the canned meats and fish department this 
experiment resulted in 50.5 per cent greater unit 
sales, 45.8 per cent more dollar volume, and 47.3 
per cent more gross profit dollars. 


Non-Foods are BIG BUSINESS—Account for 5.2% 
of Total Sales in Average Store. Don B. 
Reynolds, Progressive Grocer, November, 
1958, pp. 56-63. 

Health and Beauty Aids, Housewares Set Pace in 
Non-Foods. Don B. Reynolds, Progressive 
Grocer, December, 1958, pp. 32-43- 


Magazines, Soft Goods, Toys, Records, Stationery 
Contribute 2% of Total Store Sales. Don B. 
Reynolds, Progressive Grocer, January, 1959, 
pp- 52-65. [J.s.w.] 

The “hottest” debate in supermarket manage- 
ment today is over non foods. Should a food store 
stick to its traditional merchandise line (food), or 
should the stock handled be expanded into other 
product areas? In an evolutionary fashion the lat- 
ter route seems to be gaining favor. This three-part 
article provides one of the most complete examina- 
tions of this trend available to date. 

The importance of non foods is indicated by 
these facts: 5.2 per cent of total stores sales is in 
non foods, which return an average margin of 31 
per cent on sales from an average of 83 linear floor 
feet and a total average stock of 1,046 items. 


Supermarket News IDEA Clip File. Supermarket 
News, February 2, 1959, p- 5. 


Every month, in the first issue, Supermarket News 
is to publish several ideas of merchandising pro- 
motions, operational methods, and departmental 
management. This full-page summary will contain 
ideas gleaned from the issues of the previous 
month. The ideas are to be presented in a form 
which will permit clipping and pasting on standard 
file cards; thus, a convenient management aid has 
come upon the supermarket scene. 


58 Sales at All-Time Top Despite Recession. Paul 
C. Olsen, Food Topics, January 19, 1959, p. 
2. [J.s.w.] 


Here is a useful compilation, in one page, of 
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pertinent data respecting the retail food trade in 
1958. The six tables furnish the following informa- 
tion: 


1. sales by type of outlet, 1957-1958, 
2. sales by month in 1958, 
3. comparison of sales and tonnage figures, 1947- 
1958, 
. breakdown of sales between grocery stores and 
specialty food retailers, 1947-1958, 
. breakdown of sales among grocery and non 
food items, 1947-1958, 
. chain store shares of food sales, 1947-1958. 


“Shadowed” Shoppers Provide Clues on Displays. 
Food Topics, January 19, 1959, pp- 10, 14. 
[J-s.w.] 

The correct placing of merchandise on store 
shelves is one of the many perplexing problems 
facing the supermarket operator. The Alpha Beta 
chain, located in Southern California, recently con- 
ducted some interesting experiments in this field. 
Every movement of 116 shoppers was traced as they 
passed through the store; every pause, every stop 
was recorded. The most startling disclosure was 
that not one customer shopped every aisle in the 
store. Furthermore, many high-profit impulse items 
were found to be located in low traffic density 
aisles. 

Two main changes were made to remedy the 
situation: (1) gondolas were extended to lengths of 
from 70 to go feet, and (2) one-way aisles were es- 
tablished. With these changes 22 per cent of the 
customers began shopping every aisle. It was also 
discovered that “power items,” ie., high volume 
merchandise, should face other power items instead 
of impulse items, and vice versa, if maximum sales 
volume is to be achieved. 


The Impact of Stamps. Super Market Merchandts- 
ing, December, 1958, pp. 77-78. [W-L.] 


Eugene R. Beem, economist for Sperry & Hutch- 
inson, estimates that two-thirds of American fami- 
lies save trading stamps and that retailers spend 
$500,000,000 a year on them. Stamp-using mer- 
chants, among which supermarkets rate first, ac- 
count for one-eighth of all retail volume. 


Fashion Theory and Product Design. Dwight E. 
Robinson, Harvard Business Review, Novem- 
ber-December, 1958, pp. 126-138. [J.M.R.] 


Here is a thoroughly stimulating approach to 
fashion, one that conceives the subject to be an 
independent behavioral phenomenon—not an ad- 
junct of consumer psychology or industrial design. 

Robinson first calls attention to Poiret’s axiom, 
“All fashions end in excess.” A corollary to this: a 
fashion can never retreat gradually and in good 
order. Finally, after extremes in fashion are 
reached, the most successful recourse is a swift 
return to a form of compromise which serves as a 
point of departure toward an alternative extreme. 

The author traces out this sequence in dress, 


_ 
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housing, furniture and appliances, and automo- 
biles. 


17. PRICING AND PRICE 
POLICIES 


How Price Changes Should Be Handled By The 
Manufacturer. William J. Pilat, Journal of 
Retailing, Winter 1958-59, pp. 202-210, 243. 
[s.c.H.] 


A survey of retailer attitudes towards the conduct 
of price changes in branded merchandise indicates 
that retailers: (1) prefer to have such changes take 
place at the end of the season, or whenever inven- 
tories are low, (2) want to be compensated for in- 
ventory losses, (3) like opportunities to stock up 
before price increases, (4) want advance notice of 
price changes, (5) prefer to change retail prices at 
their own discretion, without manufacturer notice 
or announcement to the general public. 


Techniques of Administering Prices. Benjamin 
Chaplan and Joel B. Dirlam, Challenge, No- 
vember, 1958, pp. 54-58. [W-L.] 


In striking contrast to the tenets of classical eco- 
nomic theory, prices during the past thirty years 
have not been flexible to maintain production. In 
essence the reverse has occurred; flexibility of pro- 
duction to maintain prices. Prices seem to be stable 
when business declines and to advance when busi- 
ness improves. 

. In manufacturing, prices are predominately ad- 
ministered and reflect the constant upward pressure 
of costs. The pricing decisions of manufacturers 
filter down to wholesale and retail levels, where 
customary mark ups are added. Consequently, sell- 
ers become price-makers rather than price-takers. 


18. RESEARCH AND 
RESEARCH TECHNIQUES 


Wood Chips of Information and Intelligence on 
Marketing Research—Volume II. A. J. Wood 
& Company, June, 1956 through November, 
1957- [R-E.M.] 


Volume II of this series of papers by A. J. Wood 
& Company on techniques in marketing research 
continues the excellent discussion begun in Volume 
I. Volume II of Wood Chips gives clear and con- 
cise discussions of the following areas in marketing 
research: the memory factor in surveys; brand use; 
brand image; management decision and marketing 
research; national sampling; and motivation re- 
search. 


Uniformity Trial Experiments in Marketing Re- 
search. Murray A. MacGregor, Methods of 
Research in Marketing, Department of Agri- 
cultural Economics, Cornell University, Re- 
port #6, September, 1958, p. 21. [F.M.] 


Most of the variability in supermarket sales of a 
specific commodity is due to differences among 


stores, weeks, days, customers, product group sales 
and interaction. The magnitude of variation in 
commodity sales due to such factors is estimated. 
Ways are suggested for control and elimination of 
the variations by proper design of experiment. This 
is an important and valuable contribution to re- 
searchers engaged in experimental evaluation of 
effect on sales of specific merchandising techniques 
(Latin-square tests, etc.). 


Activity Analysis in One Lesson. W. J. Baumol, 
The American Economic Review, December, 
1958, pp. 837-873. [S.c.u.] 

Activity analysis is defined here as the applica- 
tion of linear programming methods to general 
equilibrium theory. In this connection, Baumol 
provides a brief review of both input-output anal- 
ysis and mathematical programming, and notes 
some of the limitations of linear assumptions. He 
then uses activity analysis to develop existence 
theorems (proof that a solution exists) for the Wal- 
rasian general equilibrium equations. Finally, ac- 
tivity analysis is used to prove that, under the 
linear assumptions, every competitive equilibrium 
is technologically efficient and that every efficient 
output combination is a competitive equilibrium; 
thus providing support for a basic theorem of 
welfare economics. 


States or SMA’s When Measuring Location of Mar- 
keting. Victor R. Fuchs, Southern Economic 
Journal, January, 1959, pp- 349°355- [8-C-H.] 

Most analysts consider the Standard Metropolitan 
Area to be a more meaningful unit than the state 
for business analysis. However, Fuchs has examined 
the nineteen SMA’s that have a significant inter 
state character, and found them less useful than 
the states for studying rates of manufacturing ac- 
tivity. He found that the rate of growth of manu- 
facturing (1947-1954) in the portion of any such 
area located within one state was more likely to 
coincide with the rate of growth in the rest of the 
state than with the rate in the rest of the same 

SMA (i.e., the portion located outside the state). 

Since state governments, rather than metropolitan 

areas, control such important economic considera- 

tions (to manufacturing) as rates of taxation, Fuchs 
believes that this correlation is quite reasonable. 


Market Testing. Ernest J. Enright, Harvard Busi- 
ness Review, September-October, 1958, pp. 
72-80. [J.M.R.] 

The aims of market testing are to (1) determine 
the acceptabi'ity of the new product and the effec- 
tiveness of its accompanying marketing program; 
(2) measure the probable success of the new prod- 
uct; and (g) determine whether any significant 
problems have been overlooked in planning the 
program. The difference between a sound and a 
poor market test lies in the planning and manage- 
ment of the testing process. 

Enright considers market testing to be a bridging 
activity between the research and development 
phase and extensive marketing and to be like risk 
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insurance which demands premiums in terms of 
money, effort, and time. The author cautions that 
market testing must be considered by management 
to be a test of a particular product and its market- 
ing program and not an introductory marketing 
program of an addition to its product line. Testing 
is not a part of marketing strategy. 


Consumer Buying Plans. J. Stevens 
Stock, Conference Board Business Record, 
December, 1958, pp. 545-560. [J.M.R.] 


Teachers and practitioners of marketing research 
will find this to be “must” reading. The two di- 
mensions to buying plans are the probability that 
a buying plan will result in a purchase and the 
elapsed time between plan and purchase. These are 
governed by the following: the person; the product 
image; the economic climate; changes in station or 
income; intensity of felt need. 

Four desiderata, Stock believes, control the se- 
lections of methods for any survey research: maxi- 
mum information, minimum elapsed time, mini- 
mum budget, and maximum accuracy. With these 
as bench marks, The Conference Board under 
Newsweek sponsorship decided upon telephone in- 
terviews with 5,000 household heads each month 
representing a national probability sample of all 
telephone-owning homes as the basic research de- 
sign for its continuing study of buying plans. 

After an explanation of the choice of survey 
design, the author gives a lucid account of the 
sampling method, step-by-step. 


Formulas for ading Opinions. Stuart Carter 
Dodd, Public Opinion Quarterly, Winter, 
1958-1959, PP- [6-F-] 

To learn principles for predicting and producing 
message diffusion from airborne leaflets, the Air 
Force contracted with the Washington (State) Pub- 
lic Opinion Laboratory to test Stuart Carter Dodd’s 
interactance formula. To predict any social action 
as a product of necessary, standardizable, and 
measurable factors six dimensions of human be- 
havior were chosen: (1) the acts themselves, (2) 
their actors, (3) temporal, (4) spatial, (5) stimula- 
tional, and (6) residual conditions. 

The relevance of the findings of this study, 
dubbed “Project Revere,” may be summarized un- 
der the above headings as follows: 

Diffusion waned with the distance the message 
traveled, the rate of waning dependent on the mode 
of travel. Physical and social diffusion of the leaf- 
lets by passing them to other persons follow ex- 
ponential and logistic growth curves respectively. 
Diffusion grew absolutely but decreased per capita 
on a harmonic curve as size of the community in- 
creased—small towns seem to gossip more. Children, 
less controllable than adults by police, were most 
enthusiastic collectors of leaflets. Diffusion increased 
with diminishing returns as the strength of stimula- 
tion increased as shown by the fact that in eight 
small towns for each increment of g per cent of 
message knowers (the community response) it was 
necessary to double the number of leaflets dropped 


per capita (as the stimulation). Thus to add to the 
response requires multiplying the stimulation. 


New AMA Survey Probes Uses and Values of Mar- 
keting Research. Richard D. Crisp, Printers’ 
Ink, January 16, 1959, pp. 19-22. [J-E.M.] 

The major points of a comprehensive survey of 
the marketing research activities of business organi- 
zations, published by the American Management 
Association, are reported for marketers. The survey 
is a five-year follow-up of one made in 1953. Of 
1,000 companies contacted by questionnaire, 239 
reported with 44 showing an absence of organized 
research. 

Of the 195 reporting, 63 per cent stated that 
marketing research was a full-time responsibility, 
with more industrial companies (65 per cent) so 
reporting than consumer companies (54 per cent). 

The article reports on the pay levels of market- 
ing research positions, the extent of outside re- 
search, the growth of organized research, the most 
popular marketing research tasks, the scope of 
operations, and future patterns. 


Researcher Gives Case Histories of Speedy, Inex- 
pensive Pretests of Ads. Perham C. Nahl, Ad- 
vertising Age, November 10, 1958, pp. 83-86. 
[J-E-M.] 


Elaborate and costly research techniques do not 
have to be used for pretesting of advertisements. 
Inexpensive tests may be used to assist in the crea- 
tion of advertising. Such tests should be designed 
to research a single dimension such as recall, belief 
or disbelief, attention, et cetera. The text of this 
article illustrates six different problems solved by 
limited pretesting. 


How to Use Readership Research. J. Wesley Ros- 
berg, Industrial Marketing, January, 1959, 
pp- 53-60. [J-E.M.] 

A suggested procedure for the use of readership 
data to assist in a better preparation of advertising 
is described. The subject areas of processing the 
reports, setting up records, and using the data are 
discussed in an explicit manner. Certain business 
paper publishers who offer readership data are 
listed and annotated. Finally discussed are the uses 
of readership data, such as the evaluation of media, 
the selection of reports, the improvement of photo- 
graphs and production, and the increased knowl- 
edge of media. 


Math Formula Devised to Aid in Allotment of 
Shelf Space. Doris G. Tobias, Supermarket 
News, February 2, 1959, p- 4- [J-5.W-] 

The first issue of Supermarket News each month 
is to contain a special department to be known 
as “The Research Corner.” The Market Research 
Corporation of America will furnish the new section 
with information concerning research developments 
applicable to supermarket operations. 

The maiden article explains “mathematical de- 
cision theory.” Through the use of a mathematical 
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model of store operations a store manager can 
improve the efficiency of his firm by “sorting out 
the complex relationships among the many diverse 
forces that bear on the problem of space alloca- 
tion.” A detailed sample problem illustrates the 
technique. 


Pharmaceutical Research Expenditures. Drug Trade 
News, March 9, 1959, p. 1. [D.R.] 


A survey conducted by the Pharmaceutical Man- 
ufacturers Association finds that pharmaceutical 
industry expenditures for research and develop- 
ment amounted to $170,000,000 in 1958, compared 
with $127,000,000 in 1957. For 1959, the study 
shows, manufacturers have budgeted a total of 
$190,000,000 for research. 


19. RETAILING 


Facts About New Super Markets in 1958. 
Curt Kornblau, Super Market Merchandising, 
January, 1959, pp. 89-91. [w.L.] 

This article presents data on such aspects as 
actual and estimated sales volume, store size, build- 
ing costs and total investment, building ownership 
and lease terms, non food departments, extent of 
competition, check outs, and display cases of super- 
markets opened in 1958. 

The data are based on a sample of 152 super- 
markets opened by 64 S. M. I. companies. Figures 


are also given for 1955, 1956, and 1957 for purposes 
of comparison. 


A Retail View of Current Trade Practices. William 
S. Ireland, Super Market Merchandising, Jan- 
uary, 1959, Pp- 77-85. [W4.] 

Super Market Institute and Grocery Manufac- 
turers of America, through their regional merchan- 
dising committees, have held joint meetings on 
trade practices. This has resulted in establishing 
better support between the groups. In this article, 
Ireland presents a summary statement of the talks. 
Included among the topics covered are: product- 
lines, premiums, discounts and coupons, cooperative 
advertising and sales promotion materials, trans- 
portation and shipping, and communications be- 
tween manufacturers, distributors, and consumers. 


Highway Retailing—The Next Great Retail Revo- 
lution. E. B. Weiss, A Doyle Dane Bernbach, 
Inc. Study, 1958, 56 pp. [J.s.w.] 


A Critical Appraisal of the Food Super’s Future— 
And Its Impact on All Marketing. E. B. 
Weiss, A Doyle Dane Bernbach Inc. Study, 
1959, 73 PP- [J-5.W-] 


Weiss believes that the next revolution in retail- 
ing will be the large-scale establishment of business 
enterprises along the nation’s highways. The causal 
factor, of course, is the mammoth highway con- 
struction program now underway. In the first re- 
port cited above the effects of the new highways on 
retailing generally, and along the highway, in par- 


ticular, are scrutinized, and many interesting pre- 
dictions are submitted. 

In the second report attention is given to a 
currently popular pastime, namely, the analysis of 
“what's wrong with supermarkets these days?” The 
principal point made here is that the industry is 
losing its dynamic quality, and a score of proofs 
are furnished to substantiate the claim. A number 
of important trends in supermarket operation are 
pointed out and worthwhile recommendations for 
future action are provided. 


Principles of Organization for Department Stores, 


Specialty Stores and Chains. DeFord C. 
Mills, Stores, December, 1958, pp. 22-28. 
[J-s.w.] 


The Retail Research Institute of the National 
Retail Merchants’ Association (formerly NRDGA) 
recently hired the management consulting firm of 
Cresap, McCormick and Paget to study the organiza- 
tion plans of department and specialty stores. More 
than 700 stores with sales volumes of one million 
dollars or more were polled and nearly 100 usable 
replies were received. One aspect of the study was 
“to help identify the major organizational prob- 
lems currently plaguing the .. . industry.” This 
article outlines these problems and offers sugges- 
tions to better organization. Detailed recommenda- 
tions for organization revision will be forthcoming 
in a Retail Research Institute publication. 


Operations of an American Institution. Fabian 
Linden, The Conference Board Business Rec- 
ord, Octobe , 1958, pp. 410-415. [J-M.R.] 


In this third report in a series of articles on the 
competitive position of department stores, Confer- 
ence Board analysts conclude that from the base 
period 1949-1951 through 1957: (1) department 
stores have sustained their profit ratios better than 
other stores selling similar merchandise; (2) they 
have managed to maintain price levels better than 
competing merchants; and, (3) their relative in- 
crease in cost of operations was below that of most 
competing types of stores. 

The report brings out a significant limitation in 
the practice of viewing expenses as a ratio of sales: 
expanding sales hide higher costs but an inherited 
high cost structure cuts deeply into profits when 
business declines. 

Turning to a comparison of department store re- 
sults by size of store, the Conference Board found 
the big stores have fared better than the small 
ones: (1) their volume advanced more rapidly; (2) 
their margins were more favorable; and, (3) “other 
income” was much better (attributed in large meas- 
ure to income from installment sales). Only in the 
case of operating expenses did the small store ap- 
pear to be no worse off than the large store. 


Retail Selling Efficiency Survey. Better Packaging 
Advisory Council, Fall, 1958, 4 pp. [F.M.] 

A carefully controlled experiment was conducted 

in forty-one leading department stores in forty-one 

cities with populations ranging from 50,000 to 
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7,000,000. Merchandise displayed in the self-selec- 
tion grouping had informative hang tags. Products 
sold via sales clerks were untagged. As shoppers ap- 
proached the departments under survey, they found 
identical merchandise bearing identical prices on 
opposite corners. The shopping traffic was directed 
by signs and other aisle guides so that both displays 
of merchandise enjoyed equal visibility, approach 
and flow. 

The department store sections with tagged mer- 
chandise outsold the clerk-service sections by tre- 
mendous margins. This was done in less time, with 
fewer sales people. 


Long-Term Trends in Retailing. Victor Lebow, 
Journal of Retailing, Winter, 1958-59, pp- 
211-215, 242-243. [S.C.H.] 

Several factors indicate a gloomy future for re- 
tailing. Increased manufacturing productivity means 
more goods coming on to the market without con- 
comitant increases in employment and consumption 
capacity. In spite of general economic increases, the 
large segment of the population in the below $6,000 
per year per family group has not shared in the 
prevailing prosperity. Even prosperous consumers 
are losing their enchantment with goods, and turn- 
ing to cheap substitute products, travel and leisure. 
The gains in sales reported by large retailers have 
come largely from store additions and acquisitions 
rather than from increased sales in existing plant. 

Consumer reluctance to buy not only intensifies 
the degree of retail overcapacity, but also increases 
manufacturers’ tendencies to develop new products 
(most of which fail), to shave retail margins where 
possible, and to absorb retail functions. Thus, at a 
time when retailers are faced with rising costs, need 
for more sales promotion, and demands for credit 
extension, pressure is being exerted on the retail 
structure by both manufacturers and consumers. 


Food-Chain Dilemma—Acquire or Expire? Frank J. 
Charvat, Journal of Retailing, Winter, 1958- 
59, pp- 216-220. [S.C.H.] 


From 1951 to 1956, the three giants of the retail 
food industry, A & P, Safeway, and Kroger, suffered 
some loss in market share, dropping from 5414 to 
5114 per cent of chain grocery store sales. The small 
chains (11-99 stores) also suffered, going from about 
20 per cent to 16% per cent. The corresponding 
gains, of course, were experienced by the medium- 
sized chains (100-999 stores), moving from 2514 to 
slightly over g2 per cent of the total. Mergers and 
acquisitions accounted for a substantial share of 
the gain. 

Charvat attributes the drive for concentration to 
these factors: (1) The aggressive outlook of chain 
managements who believe that business must ex- 
pand. (2) High earnings per dollar of net worth 
and (3) The new attractiveness of food chain equi- 
ties to financial institutions has provided the means 
for expansion. (4) The dwindling number of new 
profitable locations has forced attention on acquisi- 
tion and merger as the avenues for expansion. 
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On Being Fooled by Figures: the Case of Trading 
Stamps. Robert H. Strotz, The Journal of 
Business, October, 1958, pp. 304-310. [S.C.H.] 


This article is a strongly-worded criticism of an 
analysis one trading-stamp company has circulated 
widely. The criticized analysis shows greater in- 
creases in food prices in cities with low trading 
stamp saturation than in high saturation cities. The 
inclusion of sharp price rises, due to special factors, 
in Pacific Coast cities is blamed for biasing the data, 
and both statistical methods and inferences are at- 
tacked. 


How Profits Are Made. Hardware Retailer, Octo- 
ber, 1958, pp. 118-123. [R.R.T.] 


This article discusses a survey conducted by the 
Hardware Retailer to determine the characteristics 
of the most profitable hardware retail operations. 

In 1957, according to NRHA’s current Cost of 
Doing Business study, average net profits slipped to 
1.45 per cent on net sales of $126,590 yet one-third 
of reporting stores racked up earnings on sales of 
nearly 6.0 per cent. How did these profit-makers do 
it? To find out, Hardware Retailer mailed out a 
comprehensive survey form this summer to 300 
plus retailers reporting profits. Usable returns were 
received from 60 per cent of the profit-makers. The 
survey form dealt with every conceivable aspect of 
hardware retailing which would reveal how profits 
were made. 


Self-Service in the Drug Trade. American Druggist, 
February 23, 1959, pp- 5-6. [D.R.] 


American Druggist’s annual survey of the growth 
of self-service in the retail drug field finds that, as 
of early 1959, 33-5 per cent of all drug stores were 
on self service. 

In the drug trade, a self-service drug store is 
defined as one in which 50 per cent or more of the 
selling area is devoted to merchandise displayed on 
fixtures which are completely accessible to cus- 
tomers. This definition is realistic for the drug 
trade in light of the fact that the prescription de- 
partment and certain other drug store departments 
cannot be put on a self-service basis. 

The 33.5 per cent ratio of drug stores on self- 
service in early 1959 compares with 29.9 per cent in 
early 1958, and with 8.9 per cent in early 1953. 

Altogether, there are now 17,020 self-service drug 
stores—1,928 more than a year ago. Of these, 818 
are brand new stores, while 1,110 are former clerk- 
service stores that were converted to self-service. 


Prescriptions Set New Records in 1958. American 
Druggist, March 23, 1959, p. 5-9- [D-R.] 

A record total of 584,091,000 prescriptions was 
filed by United States drug stores in 1958, accord- 
ing to American Druggist’s annual survey of the 
field. 

The total exceeded the 1957 figure of 561,260,000 
by 4.1 per cent. 

In dollars, drug store business in 1958 amounted 
to $1,796,261,000—an increase of 9.3 per cent over 
1957: 
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For the first time last year, the price of the aver- 
age prescription topped the $3 mark—reaching 
$3.08. In 1957, the average was $2.93. 


58% of Druggists Want to Close on Sundays. Drug 
Topics, January 5, 1959, Pp. 13. [D.R.] 

In a nationwide spot check, Drug Topics found 
that 58 per cent of pharmacists believe that all re- 
tail stores, including pharmacies, should be closed 
on Sundays. But 41 per cent of those surveyed felt 
that such a proposal is unrealistic and unworkable. 


t Drug & Toiletry Sales. Drug & Cos- 
metic Industry, January, 1959, p. 51. [D.R.] 

In the first six months of 1958, the Food Fair 
supermarket chain did a business on health and 
beauty products averaging $32,886 per week. This 
amounted to an average of $1,218 per store per 
week on these items. 


The Shopping Centre Comes to France. Euromar- 
ket, March, 1959, pp. 22-23. [0.P.A.] 


The first American-style shopping center in 
France was opened this year at Rueil, a suburb of 
Paris. The concept of the shopping center is new 
to France, where food has been traditionally bought 
at the corner store and most other items purchased 
in the “grands magazins.” 

The center at Rueil is the first of a planned series 
and was preceded by a thorough market study. 
Housewives’ shopping habits, total potential mar- 
ket, composition, financing and administration of 
the center were all studied in detail. 


20. SALES MANAGEMENT 
AND SELLING 


Personnel Administration and the Salesman. Ste- 
phen Habbe, Management Record, Septem- 
ber, 1958, pp. 302-304. [J.M.R.] 

After pointing out that personnel departments 
seldom have much contact with company salesmen 
and sales managers, this article describes the close 
co-operation between personnel and line sales at 
SKF Industries. Personnel people have designed pro- 
grams for recruiting and selecting salesmen, for 
sales training, rating systems, compensation plans, 
and benefit programs. 


Salesmen’s Automobile Allowances. Mitchell Meyer, 
Management Record, October, 1958, pp. 344- 
350. [J-M.R.] 

This annual survey of automobile allowances by 
the National Industrial Conference Board shows 
the break-down of plans in use by the 212 com- 
panies included in the survey. 

Interestingly, the popularity of different plans 
varies from industry to industry: nine out of eleven 
transportation equipment producers but only two 
of seventeen food processors use flat rates, for ex- 
ample. 


97 


Your Hidden Motives—Do They Hinder Your 
Sales? Dr. William J. E. Crissy, The Ameri- 
can Salesman, January, 1959, pp- 59-64. 
[s.Js.] 

There are hundreds of motives that may be in- 
volved in selling. Some are helpful or positive; 
others, unless corrected or compensated, can be 
harmful and negative. Frequently, several of these 
motives are at work at the same time in a given 
selling situation. 

A salesman can learn a lot about his motives 
through the “four-camera system” or careful anal- 
ysis of the following: (1) his goals measured against 
his talents, (2) his interests, (3) his status aspira- 
tions, and (4) his values. 


21. STORAGE AND 
TRANSPORTATION 


Highway Safety and Traffic Control. John W. Gib- 
bons, editor, The Annals of the American 
Academy of Political and Social Science, No- 
vember, 1958, pp. 1-141. [S.C.H.] 


Several articles in this issue of The Annals touch 
upon marketing matters. Wilfred Owen (“Automo- 
tive Transport in the United States”) provides a 
good summary of all the influences the automobile 
has exerted on our economy and our society. 

Sergei M. Grimm (“Traffic and Safety in Tomor- 
row’s Urban Areas’) believes that the full flowering 
of the National Highway Program will encourage 
urban decentralization into new relatively low den- 
sity urban areas. Private and public planning in 
these areas will tend towards harmonious develop- 
ment of commercial, residential, and industrial 
areas, rather than towards traffic-generating segre- 
gation of land uses. He forecasts a large-scale youth 
market for light motorized equipment (such as 
scooters) in these areas. Existing cities will require 
extensive rehabilitation and creation of off-street 
parking. 

Charles A. Chayne (“Automotive Design Contri- 
butions to Highway Safety” reviews all of the 
safety improvements built into automobiles in a 
defense of present cars. He discusses the impracti- 
cality of some proposed safety devices, e.g. shock 
absorbing bumpers; the dangers inherent in others, 
e.g. speed governors; and the unpopularity of still 
others, e.g. seat belts. Primary responsibility for 
accidents rests upon driver failures. 

James L. Malfetti (‘Human Behavior—Factor X”) 
suggests that the frequency of driver failures (in 
spite of the intense promotional campaign for safe 
driving) is the very factor that may force radical 
redesign in automobile merchandising, probably to- 
wards reducing the degree of driver independence 
and control of the vehicle. 


What Next on Wheels—The Story of Live Storage. 
Distribution Age, August, 1958, pp. 56-67. 
[w-L.] 

Live-storage systems are designed for specific op- 
erations and are incorporating custom-built in- 
stallations designed around the product and the 
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order-picking pattern. They are also co-ordinated 
with production, shipping and accounting func- 
tions. 

Most of the systems consist of racks which give 
storage on several levels. The design of the racks 
is affected by building and labor costs, average or- 
der size, distribution of order items and methods 
of billing. 

The advantages of live-storage systems are listed. 


The Automated Warehouse—Who Needs It and 
Why. D. Wayne Zimmerman, Distribution 
Age, August, 1958, pp. 58-59, 69-70. [w.L.] 

The automated racking system, a recently intro- 
duced concept, has made automated warehousing a 
reality. “Based on unitized reserve pallet storage, 
it is a practical application of full automation for 
reserve storage warehousing.” This is the first of 
two articles which describe the process in detail. 


Model-Mix Question Gets An Answer. Myron Un- 
ger, Distribution Age, November, 1958, pp. 
$2-33, 61-63. [W.L.] 


To meet industrial needs better, a new field of 
public warehousing is evolving. Rather than merely 
focusing on problems of space and storage, ware- 
housing is becoming a specialized industrial service 
dealing with many combinations of material flow, 
production control, and related activities. These 
services include storage of raw materials, freight 
consolidation, service parts distribution, sub-assem- 


bly and packaging, and banking of parts. 
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Freight Transportation Statistics. Distribution Age, 
October, 1958, pp. 76-78. [W.L.] 

A very compact summary is given of operating 
Statistics gathered from ICC, CAB, Bureau of the 
Census, and other government agencies and trade 
associations is presented in three pages. The tables 
include data on operating revenues, number of em- 
ployees, share of national income, and selected fi- 
nancial and operating data. 


National Transportation Policy. James K. Knud- 
son, Distribution Age, October, 1958, pp. 35- 
$9, 124-127. [W.L.] 

Knudson traces the history of transportation pol- 
icy by examining competition as a concept, and 
tracing its development, from the days of Hamurabi 
and Moses to present times. He emphasizes that 
present policy is segmentized in origin, intended 
application and administration. 


D. A. Piggy-Back Service and Routing Guide. Dis- 
tribution Age, October, 1958, pp. 67-74. [W.L.] 


In 1955, thirty-seven railroads provided piggy- 
back service to less than two hundred points. To- 
day, forty-three railroads are originating carriers, 
many others participating carriers, and thousands 
of stations are served. Volume has grown to the 
point where thirty-five railroads expected to han- 
dle 420,474 trailerloads in 1958. The added traffic 
from non-reporting lines would probably bring the 
total to 500,000. 
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EFFECTIVE MARKETING ACTION, edited by David 
W. Ewing. Sponsored by the New York Chapter, 
American Marketing Association. (New York: Harper 
and Brothers, 1959. Pp. 338. $6.00.) 

In 1956-57 the New York Chapter of the 
American Marketing Association sponsored a 
Marketing Workshop. A great deal of effort, in- 
cluding research and executive study, went into 
the preparation for this workshop. Leading ex- 
ecutives, market research men and teachers of 
business administration participated in the pro- 
gram. The success of the nine integrated sessions 
of the workshop was outstanding. The whole 
modern concept of marketing, which has been 
developing in recent years, was presented in an 
up-to-date, authoritative manner. 

The workshop committee took the precaution 
to have all workshop programs tape recorded. 
After the workshop was completed there were 
many requests that the results should be pub- 
lished. Accordingly David W. Ewing, Assistant 
Editor of the Harvard Business Review was 
selected to edit the book using the tape record- 
ings as a basis. These recordings were edited and 
in some cases expanded to present a more com- 


AMERICAN COOPERATION—I958 ............ 


Marvin A. Schaars ..... 


plete picture of the modern marketing concept. 
Also Mr. Ewing added certain other contribu- 
tors to extend the breadth of the marketing 
view. 

The resulting volume contains in its 336 
pages the distilled essence of the thinking and 
experience of thirty-nine outstanding men in 
the marketing and management fields. The 
volume is organized into nine parts. Under each 
part anywhere from two to five authors discuss 
briefly various aspects of the topic under con- 
sideration. In all there are thirty-two separate 
articles, several the combined work of two or 
more authors, Most of the individual articles 
run from five to thirteen pages and represent 
rather concentrated discussion. 

In a book of this character it is difficult to get 
a feeling of unity although the editor has done 
a good job. A review can probably best be pre- 
sented under each of the nine parts with some 
reference to a few individual articles. 

Part I—The Responsibilities of Modern Mar- 
keting. This part attempts to lay the foundation 
for what is to follow and to present the philoso- 
phy of what is conceived as modern marketing. 
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In the introductory article Professor D. Maynard 
Phelps points out that the old definition of 
Marketing as “the performance of business ac- 
tivities which direct the flow of goods and serv- 
ices from producer to consumer or user” is no 
longer adequate or realistic. The real dimen- 
sions of modern marketing have been extended 
in both directions, in each case towards the 
consumer. The new concept of marketing im- 
plies that management must start with the con- 
sumer’s needs and desires. It is the business of 
management to study the consumer and his 
wants in all its aspects and this forms the ful- 
crum around which the business operates. 

Not so many years ago the manufacturing de- 
partments of many businesses made what they 
thought the consumer ought to have and what 
they were set up to make. Under these condi- 
tions it was up to the sales department to sell 
what was made. With a higher standard of living 
and a higher level of discretionary purchasing 
power people have demanded more products 
and more variation to satisfy more minute 
preferences. It is only when the business can 
interpret the latent and active demand in ad- 
vance of production that the firm can be success- 
ful. The marketing department, through mar- 
keting research and analysis, must play an 
important part in product planning. 

There is another aspect of modern marketing 
which is the responsibility that the producer of 
a product has to accept after that product is in 
the hands of the consumer or user. The old 
policy of caveat emptor no longer applies, 
whereas caveat vendor—let the seller beware— 
more nearly expresses the prevailing situation. 
It is only by accepting responsibility for his 
products in the hands of the consumer or user 
that a business can expect to build consumer 
acceptance and loyalty so necessary for con- 
tinued and expanded business. 

Succeeding articles in Part I discuss “Market- 
ing as a Business Philosophy,” “Better Manage- 
ment Through Planning” and “Development of 
Better Marketing Concepts.” These articles ex- 
pand and develop the concept of modern mar- 
keting. They point out the urgency of the 
newer concept because consumer wants are mul- 
tiplying at a rapid rate, and when a company 
does not anticipate and adjust to changes in de- 
mand they tend to freeze their capital and their 
methods and expand their costs in directions 
which are bound to prove unproductive, It is 
necessary for this concept of consumer-minded 
philosophy to permeate the entire organization 
from top management down. 

Part Il—Applying the Marketing Philosophy 
to Company Operation. The five articles under 
this heading attempt to discuss a number of 
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ways in which the concept of modern marketing 
can be adopted in a practical way. 

The first article by H. M. Rainie, Jr., is con- 
cerned with “Communication with Salesmen.” 
He points out that salesmen are the people who 
are in contact with the customer and the con- 
sumer. If properly encouraged they can help to 
interpret the thinking of these customers and 
can be of great help in planning to meet a 
changing demand. Too often their reports are 
neglected or not given the consideration due 
them by their superiors. 

Other articles in this section cover “Selling 
Marketing Ideas” (dealing chiefly with selling 
such ideas to top management), the “New Prod- 
ucts Department” and “Increasing the Effective- 
ness of Advertising,” the latter of which stresses 
the need for tying the advertising message with 
other promotional efforts. The final article in 
this section is on “Procurement and Marketing 
Policy” which stresses the help that the pur- 
chasing department can bring to marketing and 
to management in general. 

Part Il—Prerequisites of Problem Solving. 
The two articles under this heading, “How to 
Identify and Define Marketing Problems” and 
“Thinking Ahead About the Business Future,” 
are more theoretical than the preceding but 
cover many important points which are es- 
pecially useful for top management. 

Part IV—Quantitative Techniques for Prob- 
lem Solving. Here the five articles (in addition 
to one on “General Observations,”) cover such 
important areas as “Operations Research,” 
“Mathematical Programing,” “Experimental Re- 
search in Advertising” and “Experimental 
Games and the Study of Consumer Behavior.” 
These articles are somewhat technical and apply 
particularly to marketing research. They cover 
quite adequately some of the important aspects 
of modern marketing and management. 

Part V—Pilot Operations and Test Marketing. 
Two articles dealing with these two subjects 
get into a phase of experimental research which 
is very important and which has been much 
neglected in the past. These articles point out 
many of the pitfalls in such undertakings unless 
they are carefully planned by competent re- 
search men. 

Part VI—The Use of Outside Agencies and 
Facilities. Here are a total of five articles pre- 
pared both by agency men and by users of such 
facilities. A great deal is said about the types of 
problems that can often best be handled by 
outside firms rather than by company personnel. 
Of course a great deal depends upon the in- 
ternal makeup of the individual firm. The 
reader will find many useful criteria suggested 
with regard to solving important problems. For 
the most part these are suggestive of the kind 
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of things that the thoughtful manager will want 
to consider. While a number of generalized ex- 
amples are given, the practical man is not very 
likely to find these too helpful. 

Part VII—Sources of Information About the 
Market. The four articles under this heading 
deal with the sources of and the methods of 
using statistical and other marketing facts. 
These discussions should be useful, although 
they contain little that is new. While the articles 
list numerous statistical reports both govern- 
mental and private, the reviewer notes the 
absence of any reference to the monthly Survey 
of Current Business which he has found very 
helpful as a secondary source for current data 
of many kinds. 

Part VIII—Visual Reporting to Management. 
This part consists of a single article by three 
authors. It is made up of some fifty charts which 
illustrate various types of visual reports adapted 
to presenting information to management. It 
also presents and illustrates ten simple rules on 
how best to prepare visual reports. 

Part IX—What Top Management Expects 
from the Marketing Organization. The four arti- 
cles under this heading are (1) “Steps in Success- 
ful Marketing Planning,” (2) “New Directions,” 
(3) “The Job of the Advertising Manager,” and 
(4) “Fresh Look at Sales Management.” This 
part again goes back to stressing the meaning 
of the modern marketing concept as developed 
in the earlier chapters. The position of the 
marketing manager is contrasted with that of 
the sales manager of fifteen or twenty years 
ago. The essentials of the change is the efficient 
and effective integration of top management 
with the current problems of marketing, produc- 
tion, pricing and other activities of the company. 

Under the title, “The Job of the Advertising 
Manager,” Clarence Eldridge makes a plea that 
it is the advertising manager who should di- 
rect marketing activities, Probably not everyone 
will agree with such a broad generalization. 
Under “Fresh Look at Sales Management” J. A. 
Mcllnay points out that after all someone has 
to sell the products of the firm and that good, 
well-trained and well-directed salesmen are an 
essential part of any business operation. 

Not only marketing men but also top manage- 
ment will find much stimulation from the sug- 
gestive articles in this book. 


FRANK M. SURFACE 
Standard Oil Company (New Jersey) 


ANTITRUST POLICIES: AMERICAN EXPERIENCE IN 
TWENTY INDUSTRIES, by Simon N. Whitney. (New 
York: The Twentieth Century Fund, 1958. Pp. xxiii, x, 
560, 541, 2 vol. $10.00.) 


Justice Holmes’ comment, “The life of the 
law is not logic but experience,” might well 


have been made in reference to antitrust legisla- 
tion. The dynamic growth and changing nature 
of the American economy, the complex inter- 
relationship between law and economics, and 
the unique characteristics of industries and 
markets involved in the application of this 
legislation have precluded the establishment to 
date of precise, formal, logical standards for 
gauging the results of actions that the anti- 
monopoly laws are designed to prevent. In this 
work Dr. Whitney seeks to analyze the experi- 
ence of an “unbiased sample” of twenty indus- 
tries as indicative of the actual effects of these 
laws on American economic life. 

The plan of the book is simple and straight- 
forward. In Volume I, after a brief introductory 
chapter that provides some historical back- 
ground, a brief glossary of terms, and a capsule 
description of the major antitrust statutes, each 
of eight industries (meat packing, petroleum, 
chemicals, steel, paper, bituminous coal, auto- 
mobiles, and cotton textiles) is taken up in 
turn in a separate chapter. Each chapter pre- 
sents (a) a brief description of the industry, (b) 
the principal antitrust cases involving the in- 
dustry, and (c) the industry’s competitive status 
—considering, for example, concentration, prin- 
cipal companies, diversification, prices and 
profits. 

In Volume II (somewhat misleadingly sub- 
titled “Famous Antitrust Cases” since it deals 
with substantially more than cases alone) an 
additional twelve industries, ranging from tin 
cans to insurance, are similarly analyzed—but in 
a briefer form and looser framework. (The 
author explains that these case histories were 
added to provide a broader sample.) The vol- 
ume concludes with two summary chapters that 
draw general principles from the separate in- 
dustry case histories and provide a broad ap- 
praisal of antitrust legislation. A final chapter 
presents the report of the Committee on Anti- 
trust Policy of the Twentieth Century Fund 
which sponsored the study. 

The author has made a substantial contribu- 
tion to the public understanding of the extent 
to which the antitrust laws have affected Ameri- 
can industry and the ways in which these laws 
have contributed to the maintenance of the 
competition that public policy has deemed 
essential to the healthy functioning of a free- 
enterprise economy. In clear, nontechnical lan- 
guage he presents a wealth of factual informa- 
tion about the industries considered, a review of 
the changes that were impelled (at least in part) 
by the antitrust laws, and a trained economist’s 
objective evaluation of the benefits (or lack of 
them) that have accrued to the “public good” 
as a result of these changes compared with bene- 
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fits stemming from other (e.g., technological) 
forces. 

The chapter on paper is illustrative of the 
treatment given other industries. After a brief 
look at pulp and paper manufacture (only five 
short paragraphs), Whitney presents a statistical 
picture of the companies that make up the in- 
dustry, their relative position, the products 
manufactured, and distribution channels used. 
He goes on to describe chronologically a num- 
ber of antitrust suits, pointing out that most 
have involved charges of price-fixing and that 
few have been more than routine actions. 

The section on competitive status that follows 
indicates, for example, that (a) despite an in- 
crease in the share controlled by large com- 
panies the paper industry is only moderately 
concentrated—with the 15 largest companies ac- 
counting for only one-third of the total sales, 
(b) present merger efforts are directed at verti- 
cal integration or product or geographic diversi- 
fication rather than monopoly, (c) entry into 
the industry is difficult because of capital re- 
quirements and a lack of suitable plant sites, 
(d) profits are good—but not out of line with 
other industries, and (e) high fixed costs may 
lead to price-cutting pressures and ultimately to 
non-collusive output limitation. The author's 
conclusion: Antitrust laws have served as de- 
sirable restraints on attempts to make binding 
price agreements or monopolize branches of 
the paper industry—but these (i.e., the attempts) 
were “probably fruitless at any time.” 

In this chapter, as well as many others, the 
author has kept the role of antitrust legislation 
as an influence on competition in reasonable 
perspective. He does not attempt to demonstrate 
that antitrust laws are responsible for all of 
the restraint on monopolistic tendencies and a 
number of times goes so far as to conclude—as 
in the chapter on farm equipment—that “. . . 
the influence of the antitrust laws on this in- 
dustry has been relatively slight compared with 
the dynamic effect of technological competi- 
tion... .” This statement is illustrative of 
appropriate balance. 

This balanced description of the economic 
character of twenty industries makes the book 
substantially more valuable to marketing ana- 
lysts, researchers, and teachers than if it had been 
only an effort to demonstrate the effectiveness of 
antitrust legislation on stimulating competition 
or, alternatively, if it had attempted to use the 
lack of such effectiveness as evidence of a need 
for more stringent governmental control. By 
avoiding both of these tendencies (despite his 
present position as Chief Economist for the 
Federal Trade Commission), Dr. Whitney has 
made it a great deal easier for the general public 
(and this includes the antitrust attorney) to 
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understand the economics of the industries de- 
scribed and what the antitrust laws have or have 
not done to change them. 

Several technical features are worthy of men- 
tion, In addition to adequate documentation 
(representing the use of a wide range of source 
material) and a useful index, the work contains 
a brief summary of important points at the end 
of each chapter which is of considerable value 
as a check list and précis for the busy reader. 
Of equal merit is an appendix which contains 
critiques (on each of the industry chapters) 
written by industry representatives (when possi- 
ble) and independent scholars. 

Several of these comments point up two 
aspects of the study that, unfortunately, the 
author could do little to improve. First, it was 
not possible to evaluate adequately the effects 
of the 1950 amendment to Section 7 of the 
Clayton Act which now prohibits acquisitions 
to assets as well as stock where the result would 
be to lessen competition substantially or tend 
to create a monopoly in any line of commerce. 
Time has not yet permitted the impact of this, 
major legislative change to be fully tested. 

Second, although the summary chapters ex- 
tract some general principles from the experi- 
ence of specific industries, it is essential to 
recognize that the influence of the antitrust 
laws in one industry can substantially affect the 
economic practices of another. (This point is 
made in one of the critiques in the Appendix, 
and a footnote carries the author's concurrence 
with it.) While the characteristics of a par- 
ticular line of commerce (a well-defined rele- 
vant market) invariably must be considered in 
the application of antitrust legislation, the 
transferability of impact of court and regulatory 
commission decisions between industries and 
between lines of commerce should be appropri- 
ately emphasized. This work—a study of indi- 
vidual industries—could not hope to do this as 
effectively as, for example, Milton Handler's 
excellent book, Antitrust in Perspective. 

The value of Dr. Whitney's end product, 
however, is not in the least limited as a result 
of his different objectives. The author sets out 
to make a practical study of industry and na- 
tional policy in action—and he does it very 
well. 

RALPH L. GILLEN 
McKinsey & Company, Inc. 


A CHANGING AMERICA, by A. Wilbert Zelomek. 
» (New York: John Wiley & Sons, Inc., 1959. Pp. viii, 
181. $3.95.) 
A Changing America is a readable, worth- 
while, and optimistic attempt to provide a per- 
spective for the many studies of the current 


American scene which have appeared in recent 
years. While not specifically identifying these 
studies, examination of the book indicates that 
the list would include The Big Change, The 
Organization Man, America as a Civilization, 
The Affluent Society, and The Lonely Crowd. 
The author, A. Wilbert Zelomek, does a credita- 
ble job of bringing into a related focus the sig- 
nificance of events dealt with in these and other 
works of recent years. While he deals specifically 
with seven major themes, the basic strength of 
the book lies in the way the author weaves these 
elements together and traces the nature of the 
interrelationships. The seven chapter subjects 
are: Modern Man, Modern Woman, Automa- 
tion, Leisure, Culture, Suburbia, and Service. 

While in several ways the book merely re- 
covers ground already examined by some bril- 
liant students of the American scene, the author * 
has contributed some new interpretations based 
upon his own experience as a business con- 
sultant, This is particularly evident in his han- 
dling of the problems of automation and the 
implications of the new technology for society. 
In addition to providing a good set of defini- 
tions and descriptions of automation which are 
useful to the nonspecialist, Zelomek skillfully 
treats both the potential benefits and the 
trouble spots likely to develop as the tech- 
nology becomes more widely adapted. 

This adaptation, he concludes, will probably 
take considerable time, and the time lag will be 
beneficial to society in that it will permit a 
broader public understanding of the subject 
and the opportunity to develop public policies 
which will minimize much of the tragedy of 
technological displacement. He is less clear with 
respect to how widespread adoption of partial 
or total automation will affect the size of the 
annual increment to the labor force, or how this 
increment can be effectively absorbed. He pre- 
sumes that the rate of new product develop- 
ment, the growth of industries supplying new 
equipment, data processing and control equip- 
ment, and increased public spending in the 
service areas will absorb new workers without 
serious dislocations. 

His chapter on the American woman is well 
and sensitively handled, and he effectively dis- 
pels the myths which have grown up in recent 
years regarding the economic dominance of the 
woman. This chapter compares well with the 
treatment accorded this subject by Mirra 
Komarovsky (Women in the Modern World, 
1953), and Lundberg and Farnham (Modern 
Woman, The Lost Sex, 1947). 

The chapters dealing with leisure, culture, 
and the growth of suburbia are adequately 
treated, but, in this reviewer's estimation, con- 
tribute little that has not already been done by 


others. The author's position in these matters 
is very close to that of William H. Whyte, Jr., 
Max Lerner, David Potter, and David Riesman. 
The essential difference is that Zelomek is a 
business consultant, and it is just possible that 
his viewpoint may be more acceptable to Ameri- 
can businessmen—in and out of government— 
than that of academicians and others who have 
“not had to meet a payroll.” 

The final chapter on the growth of service in- 
dustries in the United States possesses real 
merit, particularly his evaluation of the eco- 
nomic implications of such services in smoothing 
cyclical variations and maintaining the level of 
total employment. He is also to be congratu- 
lated in placing in better perspective the stabi- 
lizing effects of the growth of government serv- 
ices to society, and the implications that further 
social spending in these areas offers some real 
hope for damping a continuous rise in prices. 
In this respect, he appears quite close to the 
policy recommendations of John K. Galbraith. 

This reviewer, writing from the point of view 
of a teacher, wishes that the author had made 
more liberal use of source materials, either in 
footnotes or in an evaluated bibliography. For 
students of business who have had insufficient 
exposure to the social and behavioral sciences, 
this book can be useful; but its usefulness would 
have been enhanced if such readers could have 
been guided to an examination of other sec- 
ondary or even primary source materials. For 
the majority of his potential readers, however, 
this will not constitute a serious handicap, and 
it is the reviewer's hope that his readers will be 
many. 

ORANGE A, SMALLEY 


Loyola University (Chicago) 


TELEVISION ADVERTISING, by Clark M. Agnew and 
Neil O'Brien. (New York: McGraw-Hill Book Com- 
pany, 1958. Pp. xiv, 330. $9.50.) 

This book represents a collaborative effort on 
the part of two practitioners in the field of 
television production, one an independent con- 
sultant-producer and the other a television ex- 
ecutive of the J. Walter Thompson Company. 
It is a simply and clearly written compendium 
of the basic information on the subject, en- 
livened with numerous illustrations. 

While not explicitly designated as a college 
text, this book will make a useful basic reader 
for undergraduate courses in television adver- 
tising, whether these are offered in marketing 
or broadcasting departments. It also represents 
good collateral reading for an introductory 
course on advertising. 

Apart from its utility in academic circles, 
there is much in this book that will interest the 
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working marketer whose duties include some 
contact with television production and who is 
anxious to acquire greater familiarity with the 
vocabulary and techniques of this craft. 

As might be expected, the main orientation 
of the authors is toward the mechanics and pro- 
cedures of television commercial production. 
Chapters are devoted to such subjects as the 
writing of commercials, to jingles, storyboards, 
“production basics” and “production particu- 
lars.” Any non-technician must come away from 
a reading of these chapters with a better appre- 
ciation of the complexities of producing even 
the simplest 10-second ID commercial. 

It would perhaps be asking too much to ex- 
pect that competent production specialists also 
be equally expert in all phases of television ad- 
vertising. This reviewer would have preferred 
to see in a book with this title a more extended 
discussion of those aspects of the subject with 
which the marketer is more apt to be con- 
cerned. These aspects are not neglected by the 
authors. Their chapter headings include such 
subjects as the nature and purpose of television 
advertising, the sponsor, the advertising agency, 
research, and the use and future of television 
advertising. However, each of these subjects is 
discussed in an introductory way, without the 
same degree of depth and detail that character- 
izes the chapters on production technique which 
make up the bulk of the book. To illustrate: 
The whole subject of program audience com- 
position is covered in a single paragraph. Some- 
times rather complex issues are dismissed in an 
offhand and excessively breezy way: 


“There are some who condemn television out of 
hand as being unable to sell their particular prod- 
ucts. How they know this without a test of any 
kind is something for Dr. Rhine at Duke University 
to investigate in his study of extrasensory percep- 
tion. It is possible they are psychic. More likely, 
they are just set in their ways.” 


Much of the day-to-day work in television ad- 
vertising involves the media selection function. 
This is true in its broad aspects, where media 
are evaluated comparatively as an integral part 
of a total marketing plan. It is also true of the 
niceties of station selection, scheduling and 
timing, not to mention the weary business of 
promotion, negotiation and barter which is such 
an integral part of the relations between sta- 
tions and their representatives, networks, ad- 
vertising agencies and advertisers. “Wheeling 
and dealing” is one aspect of television advertis- 
ing which should not be kept veiled from the 
neophyte, who may be just as apt to find him- 
self worrying about adjacencies or cost-per- 
thousand as about storyboards or animation. 

The marketing man who has a hard time 
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keeping abreast of the latest television research 
techniques will no doubt be pleased to hear 
from the authors that “hypnosis” is now listed 
among the grab-bag of techniques available to 
widen the understanding of his problems, along 
with the “depth interview,” psychology and 
psychiatry. Referring to hypnosis, the authors 
say: 


“There is certainly a great deal, valuable to ad- 
vertising, that may be learned in this way, but the 
method is expensive, and it is difficult to obtain a 
truly representative sample because a great many 
people object to being hypnotized or to having a 
stranger splash around in their subconscious for 
any reason whatever.” 


It is evident that the authors are at their best 
when they discuss the fascinating and complex 
operations that go into taking an idea that 
flashes out of a conference in a smoke-filled 
room and transforming it into a finished com- 
mercial ready to go on the air. 

LEO BOGART 
Revlon, Inc. 


SAMPLING OPINIONS: AN ANALYSIS OF SURVEY 
PROCEDURE, by Frederick F. Stephan and Philip J. 
McCarthy. (New York: John Wiley & Sons, Inc., 
1958. Pp. xxi, 451. $12.00.) 


During the past go years techniques of sam- 
pling various types of populations have de- 
veloped to a point where this method has be- 
come a major tool for the collection of data 
from primary sources. The use of this method in 
the selection of samples of human populations 
has made the sample survey possible. Beginning 
with studies to obtain some simple characteris- 
tics of households in isolated local communities 
(the site of the study usually dependent upon 
suitable lists of households) the sample survey 
has grown in scope, complexity and usefulness. 

It can safely be said that at the present 
moment at least a score of nationwide surveys 
are currently in process. These surveys are being 
conducted for purposes of obtaining informa- 
tion on public opinion towards various political 
questions, behavior of consumers with respect 
to the use of certain products, brand preferences 
of consumers, current employment status, 
opinions of dealers towards brands they handle, 
the extent to which magazines are read, and in- 
formation on many other subjects. 

While the concept of sampling had been 
known in ancient times and while many applica- 
tions were made in the early part of the present 
century, use of sampling methods did not begin 
to flourish until about go years ago. This late 
start resulted from the fact that (1) sampling 
was considered an art, (2) its basis was granted 
on intuitive grounds only, and (3) its reliability 


was proven only in isolated instances by com- 
parison between known data and sample esti- 
mates. 

In 1926 at a meeting of the International In- 
stitute of Statistics it was recognized that sam- 
pling (or the representative method, as it was 
then called) involved simply the practical appli- 
cation of the mathematical theory of probabil- 
ity. In the early surveys, where the representa- 
tive method was first used successfully, it was 
applied only in those cases where the circum- 
stances were such that the application of theory 
to practice was relatively simple. However, 
these situations were infrequent and in most 
cases sampling was not undertaken because it 
was felt that “human beings could not be stirred 
up like balls in an urn.” The next step in the 
evolution of sampling came about with the 
further development of theory which made pos- 
sible an increasing number of practical applica- 

tions. 

As a result of this type of development the 
literature on sampling has been predominantly 
mathematical and has been directed to those 
persons with strong technical backgrounds. In 
addition the role of sampling in surveys has 
tended to dominate all of the other operations. 

In Sampling Opinions a non-mathematical 
treatment of the applications and theory of 
sampling is made by two of the pioneers in the 
field. While the authors are mainly concerned 
with sampling as such, they take great pains to 
stress that it is only one aspect in the operation 
of a survey and that emphasis should be placed 
upon the interrelation of sampling with the 
other components, such as the field operations, 

_and the questioning procedures. 

The book is divided into three parts. Part I, 
“The Nature and Role of Sampling,” is con- 
cerned first with the fundamental idea of sam- 
pling, its usefulness and the practical importance 
of information currently being obtained by 
means of the sample survey. The practical prob- 
lems involved in the selection of both prob- 
ability and quota samples are treated. In this 
part the concept of a model for a sample survey 
operation is presented, and discussions of sub- 
models for the sampling, measurement and 
estimation phases are introduced to show the 
interrelation of the three. 

In the second part entitled “Empirical 
Studies,” the authors have assembled data from 
studies they themselves have conducted as well 
as data gathered by other workers. This sys- 
tematic compilation of empirical data is not 
only unique but extremely useful. In the stand- 
ard treatment of sampling a mathematical 
model is formulated. While the model itself is 
useful in providing guidance for the optimum 

design of a sample survey, its fullest use is 


utilized only if the constants (parameters) in- 
herent in the model are known at least approxi- 
mately. The aumerical values of these constants 
can only be ascertained by empirical methods. 
Constants, such as the basic variability (i.e., the 
standard deviation of the characteristic being 
estimated), the intracluster correlations and the 
reduction of variances due to stratification are 
examples of the parameters in the models. Other 
constats such as the unit costs for different 
operations are also involved in designing the 
optimum sample. 

The empirical studies have also provided the 
authors a means of examining the effect of de- 
viations from the sample design which inevita- 
bly creep into the execution of the sample. It 
is unfortunate that practical statistical reports 
seldom discuss the problems of execution but 
give great emphasis on the design aspects. 

After having discussed some of the models for 
sampling in Part I and having subjected these 
models to experimental tests in Part IJ, the 
authors then undertake to co-ordinate the two. 
They discuss in Part III the “Design of Sample 
Surveys.” In this section they review the prepar- 
atory stages and the practical development of 
the design, striving for a balance among the 
sampling, measurement, and assembly phases in 
order to achieve maximum overall accuracy. 

The authors, both well known for their work 
in sampling during the past twenty-five years, 
have assembled an extensive bibliography of 
sample survey methods. In line with the treat- 
ment of the subject these references relate to the 
theory of sampling, to methodological studies 
and to the analyses of sample survey findings. 

To practitioners of sampling, Part II is per- 
haps the most important section. The survey 
statistician is well acquainted and versed with 
the various models of sampling. He is able to 
adapt these models to fit many practical situa- 
tions, However, many times he may not have 
sufficient experience with the specific operating 
problems at hand to know what assumptions to 
make for the various constants and parameters 
in his model. While, in the case of probability 
sampling, incorrect guesses for these values do 
not introduce any bias into the sampling ~ 
method, they lead to less efficient estimates. The 
closer his approximatives are, the more efficient 
is his design. In Part II the authors by assem- 
bling and summarizing the experiences of many 
workers in the field enable the survey statistician 
to operate at a higher level of knowledge than 
would otherwise be possible. 

While the authors are both competent mathe- 
maticians, they have treated the subject of 
sampling on a non-mathematical basis. What 
are the consequences of this type of treatment? 
The main advantage of the non-mathematical 
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approach is that it is possible for someone not 
trained in the principles of mathematics to be- 
come acquainted with the process of sampling, 
to see its strong points, its usefulness and its 
limitations. Yet, it is the feeling of the reviewer 
that on several occasions the authors in their 
attempt to avoid the use of mathematical 
formulas have gone too far in that direction and 
have taken relatively simple concepts and have 
complicated them to a greater extent than if 
some simple algebra had been used. This par- 
ticularly is true in the discussion of optimum 
allocation for stratified samples. 

Another disadvantage of the non-mathemati- 
cal approach is that it becomes difficult to see 
the connections among the various types of 
sample designs, to see that one design may be 
a special case of another design, and to see that 
there is a generalized theory of sampling. 

A more serious consequence of this approach 
is that the authors in their zeal to be non-mathe- 
matical have tended to rely a great deal upon 
empiricism. As a result the treatment of quota 
sampling is questionable to the professional 
statistician and is misleading to those who are 
not completely aware of the basic principles 
and underlying assumptions involved in sam- 
pling. Quota sampling was very popular about 
20 years ago, and it is still being accepted in 
some circles, because in the hands of a skilled 
practitioner results tend to check out more often 
than not with known population data. Unless 
one is willing to make certain extreme assump- 
tions, there is no mathematical model for this 
type of sampling. 

Now, the authors state that when a model for 
a certain sampling procedure is either too com- 
plex or has not yet been formulated, an empiri- 
cal analysis is the only way available to evaluate 
its performance. The quota sampling procedure 
is cited as a case in point. There is no question 
about this statement. However, within the 
operation of quota sampling certain mathe- 
matical probability models are legitimately in- 
troduced by the authors which make it possible 
to measure variability within a given quota 
sample and even variability between two quota 
samples. Because of the emphasis on mathemati- 
cal models a certain dignity is given to quota 
sample. However, this dignity is undeserved be- 
cause with all of these manipulations it is still 
impossible to determine the variability of esti- 
mates derived from a quota sample about the 
true but unknown population value. 

If it were not for the fact that the unso- 
phisticated reader, for whom this book was 
designed, would get the impression that there is 
a scientific basis for quota sampling the treat- 
ment of sampling would be excellent. The 
treatment of probability sampling is good, and 
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it is hoped that those who read the book are 
mainly concerned with this type of sampling. 


LESTER R. FRANKEL 
Audits and Surveys Company, Inc. 


INTRODUCTION TO MASS COMMUNICATIONS 
RESEARCH, edited by Ralph O. Nafziger and David 
Manning White. (Baton Rouge: Louisiana State Uni- 
versity Press, 1958. Pp. ix, 244. $5.00.) 

This volume represents the sixth Journalism 
Monograph sponsored by the Council on Re- 
search of the Association for Education in 
Journalism. Its avowed purpose is “to be an 
introduction to journalism research,” concen- 
trating on “research methods in mass communi- 
cation from a behavioral point of view.” 

There are seven chapters, each written by a 
different author. Since the specific objectives 
and styles represented by each author are so 
different, let us consider each chapter separately. 

“The Challenge to Communication Research” 
by Wilbur Schramm. Schramm begins by de- 
fining journalism research as simply communi- 
cations research practiced by journalists. He 
points out that, fundamentally, the same prob- 
lems are being researched by psychologists, 
sociologists, linguists and many other types of 
social scientists. In his chapter he points out that 
many advances have been made by these other 
specialists and that journalism researchers 
should incorporate these findings and methods 
in their own research. He cites several trends 
which are important (e.g., the increasing use of 
mathematical models, theory as a research goal, 
and increasing co-operative research involving 
a variety of backgrounds). 

This chapter is written in an interesting, 
readable manner. The author cites communica- 
tions research studies from many diverse fields. 
The implications of these studies are pointed 
out as areas where additional research is badly 
needed. This chapter should be stimulating and 
provocative for serious students in the com- 
munications field. It does, however, assume a 
good background on the part of the reader. It 
would consequently be appreciated and under- 
stood more by the advanced than the beginning 
student. 

“Research Planning,” by Malcolm S. Mac- 
Lean, This is an extremely difficult subject to 
cover in vacuo. Unless a specific task is at hand, 
a discussion of research planning is necessarily 
vague. About all that can be said is that you 
have to plan ahead—the more detail, the better. 
This wisdom, however, is seldom appreciated 
by the aspiring researcher and is something that 
must be learned the hard way. Although Mac- 
Lean does about as well as possible, this re- 
viewer does not feel that this chapter adds much 
to the over-all effectiveness of the book. 
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“Experimental Method in Communication 
Research” by Percy H. Tannenbaum. Tannen- 
baum does a good job in defining the experi- 
mental method and describing various experi- 
mental procedures for measuring and control- 
ling variables. This is an important subject area 
for budding journalism researchers. They stand 
to benefit if they can grasp the rather abstract 
principles which are presented. 

Because this material is complex, it would 
have been helpful if more concrete examples 
had been cited. Typical of the way this chapter 
is written is this paragraph on page 54: 

“There are three such characteristics to consider 
in defining any function: There must be a domain 
of one variable, a range of the second variable, and 
a rule or function that associates every element in 
the domain with some element in the range. It is 
then possible to chart any value of the domain into 
a value of the range via the prescribed rule.” 


This is very insightful reasoning, but it is tough 
going without an example. 

“Field Methods in Communications Reséarch” 
by Roy E. Carter, Jr. The author does a nice 
job in describing such field procedures as the 
sample survey and problems involved with in- 
terviewing, interviewers and questionnaire-de- 
sign. The only section which could be con- 
sidered weak is the discussion on standard errors 
and confidence limits. This section is confusing 
and inadequate. It should have been left for 
the following chapter. 

“Statistical Methods in Communications Re- 
search” by John E. Alman and David M. White. 
This chapter is not written for a beginner, but 
it is a thorough, well-written chapter highlight- 
ing the key inferential statistics used in com- 
munications research. This chapter should stim- 
ulate in journalism students a desire to learn 
more about chi-square, analysis of variance, 
data transformations and other “design of ex- 
periments” statistics. It is unfortunate that the 
authors make only passing reference to the 
many non-parametric procedures. These tech- 
niques probably offer more potential for jour- 
nalism researchers than any other, in the opin- 
ion of the reviewer. 

“Measurement in Communications Research” 
by Paul I. Deutschman. It is not clear how the 
subject of this chapter differs from the chapters 
by Alman and White or by Tannenbaum, but 
it helps impress budding researchers with the 
need for careful measurement with reliable and 
valid tools. 

“Scientific Method and Communication Re- 
search” by Bruce H. Westley. This chapter dis- 
cusses the "basic strategy of scientific research in 
mass communications”. It is a well-written, 
thorough treatment of inductive, deductive, 


pure and applied systems of inquiry. It is very 
fitting as a closing chapter. 

The book meets its avowed objectives well 
and is recommended as vital for all serious stu- 
dents of journali a and communications re- 
search. 

EDMUND W. J. FAISON 

Visual Research, Inc. 


SURVEY METHODS OF SOCIAL INVESTIGATION, by 
C. A. Moser. (London: William Heinemann, Ltd., 
1958. Pp. xiii, 352. $5.25.) 

Moser has written his book “. . . primarily 
as an introduction to the methodology of sur- 
veys for students in the social sciences” and for 
the “research worker . . . who wishes to con- 
duct an ad hoc survey but has little idea of the 
principles of sampling or questionnaire design 
or how to go about the processing and ana- 
lysing of the results.” 

He has written lucidly about sampling prob- 
lems and questionnaire development. He has, 
in a sense, confined himself to these basic prob- 
lems and, as such, his book might be recom- 
mended as part of the beginning student's 
formal orientation toward these basic concepts 
of survey research. 

Survey Methods of Social Investigation is, 
however, a “nuts-and-bolts” treatment of survey 
research which, in this reviewer's opinion, 
neglects meaning and content in the service of 
such concrete, albeit important, research tech- 
niques as questionnaire design and sampling 
problems. Moser is apparently not interested in 
what is being measured but rather, in how to 
measure “something” accurately. As a result, his 
book appears to be concerned with trees to the 
exclusion of the forest. 

This is unfortunate. The people for whom 
this book is intended, the non-professionals and 
the beginning students, are likely to get the idea 
that professional researchers are not interested 
in meaningful hypotheses and actionable, imagi- 
native interpretation of data—but are concerned 
only with material which lies “at the top of the 
mind” and which can be measured and in- 
terpreted easily and without ambiguity. 

I think that, unwittingly, Mr. Moser is doing 
a disservice to the research profession by writ- 
ing a beginner's book which purports to cover 
the area of survey research. Beginners in any 
field do not have the persepective to know what 
is being omitted. It may be that beginners 
should be given orienting books concerned with 
exposing the dimensions of a field (including 
both practical and theoretical problems) which 
have to be coped with in the interest of sound, 
constructive practice. This, I believe, is prefer- 
able to what Survey Methods of Social Investiga- 
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tion does (the focusing on selected, concrete 
aspects of the field to the exclusion of the “big 
picture”). To be sure, this reduces ambiguity in 
the untrained beginner’s mind, but, at the same 
time, it may substitute a small amount of spe- 
cific knowledge for the over-all look. This over- 
all look is, in the long run, less dangerous than 
a little learning. 

If Moser wished to focus this book on the 
specific techniques of survey research, then the 
book would have been strengthened immeasura- 
bly by a wider, more sophisticated bibliography. 
(His bibliography of 296 citations is extensive, 
but is almost solely concerned with facets of 
sampling and questionnaire construction.) A 
broader suggested bibliography might be help- 
ful to students in terms of indicating the con- 
tent of research. Such a reading list might in- 
clude some basic social science textbooks as An 
Introduction to Projective Techniques (Ander- 
son and Anderson, 1951); The Language of 
Social Research (Paul F. Lazarfeld and Morris 
Rosenberg, editors, 1955); Theory and Problems 
of Social Psychology (David Krech and Richard 
S. Crutchfield, 1948); and Social Psychology 
(Theodore M. Newcomb, 1950). 

DONALD L. KANTER 
Tatham-Laird, Inc. 


SCIENTIFIC PROGRAMMING IN BUSINESS AND 
INDUSTRY, by Andrew Vazsonyi. (New York: John 
Wiley & Sons, Inc., 1958. Pp. 474. $13.50.) 
“Scientific programming” is a technique for 

selecting the best decision when several alter- 

nate courses of action are available. The busi- 
ness problem is described by a set of mathemati- 
cal equations, and these equations are solved 
subject to the requirements of the system. The 
power of scientific programming is proportional 
to our quantitative understanding of the busi- 
ness situation and to the ability of management 
to translate mathematical solutions into action. 

Vazsonyi examines a number of important 
operating problems ranging from production 
scheduling to the selection of transportation 

routes and inventory control. He contributes a 

number of original ideas and reviews many use- 

ful mathematical tools including linear pro- 
gramming, dynamic programming, statistical 
models of production and inventory systems and 
the theory of games. He does not discuss the 
application of scientific programming to mar- 
keting problems. This is an unfortunate omis- 
sion, particularly in view of the increased inter- 
est of sales management in the quantitative 
evaluation of the operations under their control. 

Vazsonyi is mostly interested in business ac- 
tivities sufficiently well understood to permit 
the formulation of reasonably complete mathe- 
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matical theories. Marketing does not fall in 
this class, but many new techniques, including 
scientific pre~*..1ming, have been successfully 
applied to ma.! eting problems with interesting 
and profitable results. Perhaps it is too soon to 
present this subject in a textbook, but it is to 
be hoped that Mr. Vazsonyi will include it in 
a later edition, 
M. L. VIDALE 

Arthur D. Little, Inc. 


PLANNING OF EXPERIMENTS, by D. R. Cox. (New 
York: John Wiley & Sons, Inc., 1958. Pp. vii, 308. 
$7.50.) 

This book is correctly described on its jacket 
as “a thorough, elementary discussion of the 
basic ideas in experimental design . . . from 
the viewpoint of statistics”. Dr. Cox has success- 
fully resisted the temptation of indulgence in 
dazzling statistical formulae, and, as a result, 
the book is considerably more readable than 
one might have expected. 

The author painstakingly describes and dis- 


‘cusses both simple and complex designs and 


their statistical characteristics, but leaves out 
the detail or statistical methodology; suitable 
reference sources to statistical texts are gener- 
ously supplied. The author’s device of indicating 
that certain sections could well be omitted at 
the first reading of the book is helpful in main- 
taining reasonable continuity of interest. Also 
helpful is the author’s terse style, which has 
helped keep the length of this work within 
reasonable bounds. It does, however, demand a 
good deal of concentration; every word counts, 
and there is little repetition. 

Following discussion of basic assumptions 
and ideas, the author tackles simple factorial 
experiments, and, in the later chapters, the more 
complex incomplete designs that often permit 
practical application of formal experimental 
techniques where the simpler, complete designs 
would be prohibitive. Of particular interest are 
some of the general observations made with 
regard to “cross-over” designs. The examples 
used relate to cattle and wood pulp, but could 
well apply to marketing research in many in- 
stances. 

THOMAS T. SEMON 
Stewart, Dougall & Associates, Inc. 


AIRLINE PRICE POLICY: A STUDY OF DOMESTIC 
AIRLINE PASSENGER FARES, by Paul W. Chering- 
ton. (Boston: Graduate School of Business Adminis- 
tration, Harvard University, 1958. Pp. xx, 471. $7.50.) 
Cherington’s book will be of particular inter- 

est to those concerned with airline management. 

In addition, this scholarly presentation of such 

a wide range of information should prove of 
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use to those interested in marketing research, 
price theory and policy, management organiza- 
tion and relations, and government regulation 
as well, This extensive examination of airline 
pricing policy should also furnish the incentive 
and basis for intensive marketing analyses—a 
supposition which will be proved true if (fol- 
lowing the author's suggestions) marketing and 
management consultants are called upon more 
frequently in the future. 

For purposes of the study, attention was con- 
fined to the passenger fares of domestic trunk- 
lines. The data were collected sporadically from 
1947 to 1957, although many of the tables con- 
tain only post-1952 information. The lack of 
1947-1951 data is, however, tempered by the 
manner with which later information is in- 
corporated in the discussions to give the book 
an up-to-date appeal. However, in view of the 
stress which the author placed on structure of 
fares, as contrasted to levels, it would seem ap- 
propriate to question why the study did not 
encompass the revenue-cost relationships of all 
services offered and not merely the different 
types of passenger services. 

The author's failure to suggest cost alloca- 
tions and to come to grips with the topic of 
“economies of large-scale operations” are also 
perplexing, and all the more so since he has 
previously presented an appeal for a compre- 
hensive approach (The Journal of Air Law and 
Commerce, Volume 18, Number 3). The com- 
position of “direct” and “indirect” costs (par- 
ticularly as applied to different types of equip- 
ment) becomes increasingly important in light 
of the conclusions that there has been stability 
of operating costs since 1950 (page 44) and a 
decline in net profits due to “coach service” 
(page 444). If the decision to extend traffic rests 
on whether it is to be on an “out-of-pocket” or 
on a “fully allocated” cost basis, then cost al- 
locations showing the effect of changing “in- 
direct” costs are necessary. 

In other respects the reporting sequence is 
logical and thorough—to Mr. Cherington’s credit 
and the book’s usefulness. The first chapter 
states the intention to stress management policy 
(which was subsequently adhered to), the pur- 
pose, and the limits of the study. Three chapters 
are then devoted to the marketing, regulatory, 
and pricing background, followed by three 
chapters on pricing actions directed toward 
attracting new market segments. A chapter on 
pricing as a competitive selling tool concludes 
the study of fares aimed at increasing volume. 
The findings prove that such actions have 
lowered unit revenues and that demand is rela- 
tively inelastic within particular markets. Next, 
the findings on fares directed toward increasing 
unit revenues are given, which suggest that total 


demand of all markets is elastic with respect to 
rice. 
‘ The conclusions are of a generalized nature, 
but they are drawn specifically from the previ- 
ously presented evidence. Broadly stated, these 
can be summarized as follows: (1) that pricing 
policy should be recognized by management as 
a responsibility as important as equipment con- 
siderations; (2) that the CAB’s pricing concern 
has frequently been oriented to the short run 
and subordinated to “adequacy of service” at 
the very time it (CAB) was appealing to man- 
agement to consider the long run and to plan 
pricing for a lower return on investment, thus 
compounding the existing confusion as to which 
policies should be followed; and (3) that the 
negative approach of the CAB has permitted 
management the necessary freedom to initiate 
pricing actions but that the user of airline serv- 
ices has been consulted too infrequently, thus 
pricing has been of an ad hoc nature based on 
“feel” rather than on marketing analysis. 
HARRY H. ELWELL, JR. 
The University of Illinois 


ECONOMIC REGULATION OF THE MOTOR TRUCK- 
ING INDUSTRY BY THE STATES, by Donald V. 
Harper. (Urbana: University of Illinois Press, 1959. 
Pp. vii, 320. $4.00, paper, $5.00 cloth.) 

This is the first survey of this field since 1934. 
It is authoritative and surprisingly easy reading, 
considering that it started life as a Ph.D. disser- 
tation. 

This book should fascinate railrouders; com- 
mercial motor truck operators; manufacturers of 
motor trucks, parts, accessories and supplies; 
operators of private motor truck fleets; and pro- 
fessors of transportation, government regulation 
of business and applied economics. - 

The book is one large “photograph” of the 
nationwide complex of state-by-state confusion, 
contradictions, and likenesses in the regulation 
of intrastate motor trucking. The approach is 
that of the pure, unsullied, academic viewpoint. 
It is not intended as an operating man’s guide- 
book in any sense, and almost completely 
neglects his viewpoint. 

In spite of this, the book does benefit the 
operating man by (a) giving him a broader 
perspective on nation-wide conditions and 
trends; (b) dropping various hidden pearls of 
information which the acute shipper can use in 
his dealings with common carriers and which 
the acute fleet operator can use in making his 
own operations more profitable, and (c) provid- 
ing certain market facts useful to all those who 
sell to motor truckers. 

Government and faculty people may want to 
read the book straight through. Business readers 
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may prefer to start on Page 265 (in the middle 
of the last chapter) with the Conclusions, pri- 
marily to find out what the book is all about. 
This can be followed by the first half of the 
same chapter (Summary). After that, each reader 
is on his own, in skipping around. The outline 
and objective of the book are on Page g. 

The meat of the book for most readers is in 
chapter g (Regulation of Rates), chapter 10 
(Regulation of Services) and in chapters 6-8 
(Control of Entry into the Business). The rest 
is prologue. 

Chapter 2 should interest many business men 
because it describes what is distinctive about 
the management of motor trucking firms: most 
of their costs vary directly with sales volume; 
capital requirements are at a minimum; opera- 
tors are often not very skilled in management 
methods; except for Government restrictions, 
entry into the business (and business failures) 
is easy. The typical operation is small scale. 

From the author's figures, total ton-mileage 
of motor truck haulage in the U.S. divides into 
about 4 intrastate, 4 urban, 14 interstate. 
About 43 per cent of the trucks engaged in rural 
haulage and most of those engaged in urban 
haulage are owned by the shipper. 

Chapters 3 and 4 outline the key laws, court 
decisions, and dates behind current regulation 
practices. 

The book limits itself to seven states (Calif., 
Ill, N. Y., Ohio, Pa., Wash., Wisc.) but gives 
frequent summaries of the patterns, state prac- 
tices, and some examples which include other 
states. A few references are made to Federal 
regulation practices. 

Chapter 5, points out the problems of legality, 
political pressures, feasible administrative work- 
loads, negating of the intent of the laws through 
“grandfather” clauses, and finally public inter- 
est. It indicates how these result in major ex- 
emptions, inequities, complexities, and evasions. 

Various attempted subterfuges are mentioned, 
such as: crossing state lines to avoid regulation 
by a state, and “leasing” of equipment and 
drivers to avoid various restrictions. Private 
truck operators sometimes lease their trucks for 
back hauls to avoid becoming common or con- 
tract carriers for half their haulage. 

Other common evasions will surely come to 
mind of the reader. For instance, transferring 
temporary title to the merchandise to an owner- 
operator, who, thereby, does not need to qualify 
as a common or even a contract carrier. 

KENNETH A. GRUBB 
Trundle Consultants, Inc. 
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COUNTY BUSINESS PATTERNS, published by the 
U. S. Dept. of Commerce (Bureau of the Census) 
and U. S. Dept. of Health, Education and Welfare 
(Bureau of Old Age and Survivors Insurance). 
(Washington, D. C.: U. S. Government Printing 
Office, 1959. 1! Volumes, Pp. 884. $17.00; Summary 
Volume, Pp. 247 pages, $1.50.) 

Anyone engaged in setting up sales or ad- 
vertising territories, or regional potentials, or 
measuring performance by areas who is not 
already using County Business Patterns, should 
make their acquaintance at once. This applies to 
both consumer-goods and industrial-goods mar- 
keteers. 

These eleven volumes constitute, in essence, 
a single 11-column table, nearly 3,000 pages 
long. The basic marketing data in these 11 
columns (First Quarter, 1956 data) are: 


Number of employees 

Taxable payrolls 

Total reporting units (establishments) 
Reporting units by 8 employee size classes 


This information is reported separately (ex- 
cept in certain summaries) for between 150 and 
200 industry subgroups carrying from 2 to 4 
digit identifying SIC code numbers. These classi- 
fications are practically all nonfarm industrial 
and commercial wage and salary employment 
in the U.S. (74.1 per cent of all wage and salary 
employment). This includes retail, wholesale, 
service, utilities, finance, manufacturing, con- 
tract construction, mining and agricultural serv- 
ices. (Major exclusions include railroads, self- 
employed physicians and many Federal and 
State employees). 

There is a separate volume (“Parts 2-10"’) for 
each of nine major geographic regions, one 
(“Part 11”) for outlying areas, and the U. S. 
summary volume (‘Part 1”). 

The basic table is “Table 3.” This runs 
through ten of the eleven volumes, and does not 
appear in the U. S. summary volume. Table 3 
gives separate county by county data by states 
for each SIC class. 

Table 2 runs through all eleven volumes. It 
gives the same information, totaled for each 
state (by industry groups). (The summary vol- 
ume collects and repeats all the states.) 

There are ten pages of explanatory matter 
repeated at the start of each volume. These 
should be well understood before any attempt is 
made to use the data. There are also ten pages 
of additional explanatory material in Appendix 
B, at the back of each volume. All relevant 
notes should be well understood before any 
attempt is made to use the figures. 

Appendix Table A-: in all volumes gives 
Administrative and Auxiliary Employment in 
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numbers of employees and taxable payrolls by 
states for a limited list of two and three digit 
SIC code industry groupings. This is supple- 
mentary information, useful to many research- 
ers. 
The last “County Business Patterns” was for 
the year 1953. Comparability is high but not 
exact, between 1953 and 1956 data, as explained 
in each volume. 
KENNETH A. GRUBB 

Trundle Consultants, Inc. 


CHAIN STORES IN AMERICA: 1859-1959, by God- 
frey M. Lebhar. (New York: Chain Store Publishing 
Corporation, 1959. Pp. xii, 401. $6.95.) 

The avowed purpose of the earlier edition 
(1952) of this study was “to record the history 
of a movement which has meant and means so 
much to our domestic economy.” The reasons 
for the revised or “centennial” edition were: 
(1) to recognize “‘a century of continuous opera- 
tion for the country’s first and biggest chain, 
The Great Atlantic and Pacific Tea Company 

. . regarded as the hundredth anniversary 

. of the chain-store system itself,” and (2) 

“changes occur so rapidly in such a dynamic 

field as retailing that the 1950 picture hardly 

suffices for 1959.” This Centennial Edition 
covers the full span of the chains’ first century, 

1859 to 1959. 

A well qualified author undertook this task. 
Godfrey M. Lebhar can refer with satisfaction 
to years first spent in practice of law and 
journalism and to his point of vantage as editor- 
in-chief of Chain Store Age since 1925. He was 
active in the formation of the earlier chain-store 
associations and enjoyed years of close contact 
with persons important in all aspects of chain- 
store growth. 

In his own words, the author “reveals a 
tendency to stress the virtues of the chains and 
to minimize their shortcomings. Convinced as 
he is of the merits of the chain-store system, 
social as well as economic, the author sees no 
reason to conceal his convictions on that score.” 
However, Mr. Lebhar tends to outline and 
appraise with sympathetic understanding both 
sides of the many historical situations and 
problems portrayed. With an easy style, his ma- 
terial is fairly well documented, much of it from 
the files of the journal he edited. He presents 
considerable material, apparently from sources 
of highly limited accessibility. Numerous tables 
and charts appear largely updated from the 
earlier edition. A new appendix presents in 
tabular form details concerning the growth of 
41 leading chains in selected categories. 

As with the first edition, this history of chain- 
store growth appears in three sections: “Birth,” 


“Struggle,” and “Maturity.” In the first three 
chapters Mr. Lebhar characterizes the chain- 
store system of marketing, tells of its early days, 
and describes the tremendous momentum in 
development between 1920 and 1930, followed 
by a “natural if not inevitable” leveling-off 
period thereafter. In chapter IV he draws upon 
the retail censuses of 1929 through 1954 to 
depict the growth and relative strength in the 
several fields of retailing. Here he carefully re- 
minds his readers of the changes in classification 
between the several censuses, the adjustments, 
revisions and lack of satisfactory comparability. 
He concludes that the important status attained 
by the chains as of 1929 has not changed ma- 
terially since that time—no tendency toward 
expansion indefinitely. 

The chains had “come of age” in the early 

1930s and have not materially increased their 
share of the total market since then. Even with 
the trend toward larger department stores and 
grocery units, the number of chain units in- 
creased by 4.7 per cent between 1929 against 
21 per cent increase among independent store 
units, Independents had 77.8 per cent of total 
retail sales in 1929 and 76.3 per cent of sales in 
1954- 
In the fifth and closing chapter of Section I, 
Mr. Lebhar develops fondly the arguments in 
favor of chain-store operation, including the 
advantages contributed by integration, although 
he realistically appraises their limitations as 
well. 

In Section II, “Struggle,” Mr. Lebhar depicts 
various phases of the wave of anti-chain agita- 
tion that spread over the country. Court de- 
cisions or injunctions against price-cutting 
appeared as early as 1906. However, resale- 
price-maintenance agreements were. sought 
through new state laws, as described in chapter 
VI. The firm entrenchment of Fair Trade from 
1937 to 1951 is detailed, followed by the un- 
certain years since 1951, with the Schwegmann 
decision, the McGuire Act, and both favorable 
and adverse decisions by state supreme courts. 

The history of anti-cliain-store laws or license 
taxes since 1924 is outlined in chapter VII, to- 
gether with interesting and intimate details of 
the legal counter-measures attempted by chain- 
store groups. Nearly 1,300 bills were presented 
in the state legislatures between 1923 and 1957, 
with 62 enacted by 1941. 

Chapters VIII-IX describe the era of debate 
and investigation, with a study by the Federal 
Trade Commission and the formation of de- 
fensive chain-store associations, as well as the 
proposal for the controversial American Retail 
Federation. The latter brought about the 
“superlobby” investigation of 1935-1936. The 
author describes the roles of merchant groups, 
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professional agitators, and opportunistic poli- 
ticians. 

In chapter X are explained the revelations 
concerning questionable chain-store practices 
and preferential privileges that led (in part) to 
the enactment of the Robinson-Patman Act in 
1936. In the next chapter is described the 
referendum appeal to voters in California in 
the successful attempt to defeat a proposed 
chain-store tax, also similar attempts in other 
states. Chapter XII presents many interesting 
angles of the attempt to pass the unsuccessful 
“death sentence” bill in 1938. 

In Section III, “Maturity,” Mr. Lebhar de- 
scribes and appraises the public relations of the 
chains, Chapters XIII-XV deal with “The 
Chains in the Community,” “The Chains and 
the Farmer” and “The Chains as Employers.” 
The author relates the story of the development 
of local interest and community leadership on 
the part of chain-store managers. He describes 
the chains’ “enlightened selfishness” in their 
development of special programs for moving 
seasonal surpluses into consumption and for 
expanding the market and cutting distribution 
costs for farm products in their regular mer- 
chandising. Employee relations (security, com- 
pensation, responsibility, and opportunity) are 
presented in a highly favorable light. 

Chapter XVI, “The Chains Today—and To- 
morrow,” points up the leadership that chains 
must maintain in the future as respects cost re- 
duction, technological advancement, social re- 
sponsibility, and co-operation with government. 
For the latter phase he points to the project of 
the chains in co-operation with the State De- 
partment in setting up in Rome (1956) and in 
Zagreb, Jugoslavia (1957), of a fully-equipped 
and fully-stocked supermarket. 

The book is interesting and informative, well 
developed, with little prejudice, and worth the 
while of businessmen, students and lay readers 
interested in the periods and problems de- 
scribed. 

A. HAMILTON CHUTE 
University of Texas 


THE TOBE LECTURES IN RETAIL DISTRIBUTION AT 
THE HARVARD BUSINESS SCHOOL (Second Se- 
ries, 1957-1958). (Boston: Harvard University, Grad- 
uate School of Business Administration, 1959. Pp. 
vii, 168. $3.00.) 


The Tobé Lectures (second annual series) are 
the work of nine individuals on eight divergent 
topics in the field of retailing. There is, how- 
ever, a unifying theme which centers around 
the dynamic character of retail distribution and 
the importance of the ever-changing customer in 
policy decisions. 


JOURNAL OF MARKETING 


July 1959 


_ Mr. B. Earl Puckett, Chairman of the Board 
bf Allied Stores Corporation, in discussing 
whether merchandising is an art or a science, 
comes to the conclusion that scientific methods 
should be used whenever possible as aids in 
formulating decisions. In the last analysis, how- 
ever, it is “great imagination and the highest 
arts of dramatic showmanship which make a 
great merchant.” 

The president of Kroger Company, Joseph B. 
Hall, uses the historical development of large 
food chains to support his thesis that retail man- 
agement must think in terms of evolutionary 
rather than revolutionary change in retailing. 

Areas of challenge in retailing are identified 
by Paul Mazur, Lehman Brothers, and are dis- 
cussed on the broad basis of keeping up with 
changing social and economic conditions. 

The president of Chrysler Corporation, L. L. 
Colbert, and vice-president Virgil Exner, ex- 
plain how styling and automobiles is related to 
consumer demand. Implications for product 
design in general are not lacking. 

A very interesting discussion of how retail 
management has imprisoned and denied itself 
the full fruits of intellectual know-how is pre- 
sented by the president of L. Bamberger and 
Company, David L. Yunich. This situation, says 
Mr. Yunich, has come about through inaction, 
the tendency to project decisions in terms of 
self, the suppression of creative imagination, 
and the lack of courage to be different. 

A. W. Hughes, J. C. Penney Company board 
chairman, draws upon the development and 
policies of his company to illustrate merchandis- 
ing to a mass market. 

The importance of each retail store develop- 
ing a personality so that consumers may exercise 
a selective perception is advanced by Pierre 
Martineau, director of research and marketing 
for the Chicago Tribune. 

The president of John Wanamaker, Richard 
C. Bond, stresses the part that business men 
must play in rejuvenating and maintaining the 
development of our cities. 

This is a highly informative book covering 
the thinking of outstanding individuals on cur- 
rent problems in the field of retail distribution. 

AREND E. BOER 
University of Pittsburgh 


PROCEEDINGS OF THE 1958 FOOD RETAILERS' 
SHORT COURSE. (Newark, Delaware: University of 
Delaware, 1958. Pp. 92. $1.25.) 

This is a mimeographed booklet containing 18 
of 21 speeches and demonstrations presented by 
representatives of food distributing companies, 
food trade publications, related businesses and 
educators during this course. These cover a wide 
range of subjects relating to food retailing, with 


emphasis on wholesaler supplied non-chain 
operations. Subject level is of interest to the 
owner-operator of one or more food stores of 
sufficient volume to require in-store department 
specialization. 

The contents cover three broad categories: 
(1) general management; (2) operations, and 
(3) new store development. Many individuals 
touch on two or more with varying thorough- 
ness. The section on “Financing Store Ex- 
pansion” and the closing speech by John Hertz 
of the Super Market Institute on store manage- 
ment should be of interest to all independent 
general merchandise and food retailers, 

Portions dealing with operations suffer from 
lack of charts and graphs used as part of the 
presentations. These subjects are frequently 
better covered in trade publications as a result 
of being planned for written reproduction. Con- 
tent concerned with new store development 
would interest only independent food retailers. 
The article on refrigeration equipment is rec- 
ommended as a good general guide to any in- 
dependent operator planning to build or 
remodel. 

Even in the industry, few agree on future 
trends in food retailing. However, this reviewer 
is optimistic regarding the momentum of future 
changes. 

The booklet should be of interest to anyone 
with a strong interest in retail food distribution. 


HARRIS LAWLESS 


The Kroger Co. 


SALES AND ENGINEERING REPRESENTATION, by 
Lee O. Thayer, with the co-operation of George E. 
Harris. (New York: McGraw-Hill Book Company, 
Inc., 1958. Pp. xv, 210. $6.00.) 

Letting this book speak for itself regarding its 
reason for being, I quote the following para- 
graph from p. vii of the preface: “Dismayed by 
our discovery that a leading marketing professor 
knew almost nothing about sales and engineer- 
ing representation, we set out to determine why. 
We found that there was practically no pub- 
lished information about the sales and engineer- 
ing representative and his functions. Conse- 
quently, this book is an attempt to bring to- 
gether for sales managers, for manufacturing 
and marketing executives, for students, trainees, 
and for the practicing representatives them- 
selves the working ideas of successful sales and 
engineering representation.” 

A description of the sales and engineering 
representative's activities, problems, and contri- 
butions to the industrial and business economy 
are set forth as indicated by the headings of the 
following eleven sections into which this book 
is divided: 


1. What Sales and Engineering Representa- 
tion Is 
2. Getting Started as a Sales and Engineer- 
ing Representative 
3. Relations with Client 
4. What the Sales and Engineering Repre- 
sentative Does : 
5- How the Sales and Engineering Repre- 
sentative Fits In 
6. Evaluating the Need for Sales and Engi- 
neering Representation 
. Industrial Salesmanship 
. The Technology and Economics of Sales 
and Engineering Representation 
. Successful Agency Management 
. Achieving Agency Policies and Goals 
- How Important Is Sales and Engineering 
Representation? 


Appendix A contains a sample of a simple 
contract agreement between a manufacturer 
and a sales and engineering representative. Ap- 
pendix B is a diagram of the sequence in devel- 
oping a typical sales-engineering project. Ap- 
pendix C is an impressive list of sources of in- 
formation to which a sales and engineering rep- 
resentative might turn for assistance in working 
out many of his problems. 

At the beginning of this book one receives 
the impression that the sales and engineering 
representative is the only answer to the sales 
problems of the manufacturer of industrial 
products. The sales and engineering represen- 
tative offered “an almost immediate market— 
ready-made customers. He performed his own 
market research and sales promotion. He pro- 
vided for his own training, his own manage- 
ment, and paid all his own expenses. His cost 
to the manufacturer was not fixed, but was pro- 
portional to the sales he actually completed.” 
The sales and engineering representative is un- 
doubtedly an important marketing channel in 
today’s industrial distribution system. 

However, the concluding paragraph suggests: 
“The most important and effective professional 
marketing service in the future may well come 
from representative firms or organizations, 
rather than from single representatives. Co-op- 
erative integration of various levels of techno- 
logical know-how and marketing experience 
within a single agency seem to offer the best 
single solution to the challenge of the future.” 

Actually, this “single solution” is already here. 
Many industrial and electrical distributors offer 
this professional service along with warehousing 
and credit functions. 

This book is written on a level any good sales- 
man should be able to understand. It might not 
enable him to become a sales and engineering 
representative over night, but it should be of 
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invaluable help if he is thinking along these 
lines. Marketing teachers should find this book 
well adapted to outside reading. It is too spe- 
cialized to be used as a textbook. 

The authors have done a commendable job 
of bringing together information on the sales 
and engineering representative. In so doing 
they have achieved their objective as stated in 
the preface. 

SYDNOR V. REISS 
Graybar Electric Company, Inc. 


IMPROVING THE COMPETITIVE POSITION OF THE 
INDEPENDENT WHOLESALER, by Richard M. Hill. 
(Urbana, Illinois, Bureau of Business Management, 
University of Illinois, 1958. Pp. 64.) 


It is curious that, although wholesaling is so 
basic to the marketing process, so sparse a lit- 
erature on it exists. This seems especially true 
when one considers how often questions have 
been raised concerning the value of various 
wholesale functionaries. Certainly, this is a 
state of affairs that marketing scholars should 
correct. The monograph reviewed is one step in 
the right direction. 

The whole tone of the publication is prob- 
lem-oriented. Professor Hill has directed his 
study to some of the problems of the indepen- 
dent wholesaler, and particularly to the type of 
planning and operating problems faced by con- 
sumer goods wholesalers. He presents his ma- 
terial in three sections, with the first covering 
“basic considerations having a bearing on the 
strengths and weaknesses of the wholesaler as an 
independent middleman.” The second deals 
with market planning as a management tool. In 
the final section, Professor Hill turns to a “dis- 
cussion of measures which can improve effi- 
ciency in three key operating areas: selling, con- 
trol, and warehousing.” 

After getting through the preliminaries of 
preface and foreword, a bare three and a frac- 
tion pages are devoted to the first section. Hill 
outlines the fact that the wholesaler has been 
placed in a competitive “squeeze” by both 
manufacturers and retailers. He identifies this 
desire to circumvent the wholesaler as being 
motivated by reasons of economy, and then goes 
on to make the valid point that economy of op- 
eration also seems to be the best defense. The 
wholesaler has a natural advantage of position, 
located between many manufacturers and many 
retailers. According to Hill, the wholesaler’s 
ability to make the most of this depends upon 
his ability to (1) design a marketing plan, and 
to (2) operate efficiently. The second and third 
sections of the study deal with these two prob- 
lem areas. 


Professor Hill argues that few wholesaling op- 
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erations are any longer one-man directed op- 
erations, and hence it is difficult to operate with- 
out some over-all plan to guide and co-ordinate 
the work of several persons. Policies have to be 
developed covering questions such as what prod- 
uct lines shall be carried, where business should 
be solicited, and what customers shall be solic- 
ited. In addition, policies are needed to guide 
pricing, promotion, and service offerings. As a 
part of the marketing program, Hill advocates 
that market opportunity be assessed by measur- 
ing market potential and sales potential, and by 
determining present goals or quotas. He then 
describes and illustrates with examples how sta- 
tistical tools may be used to make these assess- 
ments. He also suggests a good many pertinent 
questions to be raised concerning the promo- 
tional components of a marketing program such 
as: personal selling, advertising, sales promo- 
tion, publicity, and services. 

In the third section, a number of measures 
are discussed that might improve efficiency. 
These include improving the effectiveness of 
the sales force, decentralization, and controls. 
Concerning controls Hill briefly discusses vari- 
ous ideas of applying them to sales and sales ex- 
pense, work loads, and inventories. Finally, he 
touches on the performance of the warehouse 
function. A number of cases are used to illus- 
trate some of the points made in the study. 

All in all, Professor Hill has succeeded in 
compressing a great deal into a relatively few 
pages. He states the problem area very well and 
provides some excellent suggestions as answers. 
The only difficulty is that these matters really 
deserve much more space and extended treat- 
ment than he has devoted to them in this study. 
The regret that a monograph of some sixty-odd 
pages is not a handbook is undoubtedly due to 
the dearth of good material in this field. But for 
anyone with more than just a cursory interest 
in wholesaling, this little study will provide a 
modest addition to his bookshelf on the subject. 


EDWARD E. WERNER 
The University of Wisconsin 


AMERICAN COOPERATION—1958. (Washington, 
D. C.: American Institute of Cooperation, 1958. Pp. 
755. $5.00.) 

This is a 755-page volume of 160 papers and 
speeches given during a four-day conference at 
the thirtieth session of the American Institute 
of Cooperation at Pennsylvania State Univer- 
sity. As in previous volumes, the addresses mir- 
ror the thinking of co-operative leaders (man- 
agers, officers, directors, and farmer members), 
economists, sociologists, lawyers and public offi- 
cials about developments in our economy and 
their relationship to farmer co-operative busi- 
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ness organizations. What co-operatives have 
done, are doing, and are planning to do in light 
of a changing agriculture and modern business 
developments were the topics discussed at last 
fall’s conference. 

Secretary of Agriculture Ezra T. Benson’s ad- 
dress, “The Challenge to Co-operatives,” helped 
set the pattern for the general and sectional 
meetings. The challenge, as he views it is, “Can 
co-operatives effectively help farmers to main- 
tain their control over farming? Can they effec- 
tively help preserve our traditional family farm 
type of enterprise? Can they adequately help 
the individual farmer to exert effective bargain- 
ing power?” After pointing out that economic 
integration of production, processing, and dis- 
tribution is a fait accompli for numerous agri- 
cultural products, he stated that the question is 
not whether integration is good or bad for agri- 
culture, but rather how the integrating is done 
and who does it. He then added, “I say to you: 
Farm people must take the initiative. Farmers 
must mold economic integration themselves to 


make sure it adequately serves farm interests. 


They must create new opportunities for them- 
selves through joint efforts. . . . I challenge you 
to sell your members and potential members on 
the need for, and the benefits of, co-operative 
integration.” His four-point program for the 
future of co-operatives was building co-opera- 
tives bigger, having top-notch leadership, more 


co-operation between co-operatives, and a bet- 
ter public relations program. 

This address was followed by four other 
speakers on the general program discussing 
“The Challenge of Economic Integration.” At 


a number of the sectional meetings other speak- 
ers addressed themselves to this same general 
topic of integration and contract farming. Al- 
though the theme of the conference was the 
lofty one, “Co-operatives: Progress in the Space 
Age,” a more realistic one could well have been 
“Vertical Integration and Contract Farming— 
Who's to Control It?” And the answer of most 
speakers was that farmers themselves should do 
so. 
The papers at the sectional meetings covered 
a very wide range of subjects from “How Much 
Does it Cost to Produce a Broiler Chick” and 
“Women’s Contributions to Co-operatives” to 
“The Challenge of Chain Store Buying to the 
Co-operative Sales Manager” and “The Place of 
Contracts or Marketing Agreements in Live- 
stock Marketing.” Specialized problems of a 
commodity, functional, and geographic charac- 
ter were discussed at the sectional meetings. 
Problems associated with operating pension 
plans and group insurance programs, with rural 
electric co-operatives, with dairy, fruit and veg- 
etable, poultry and eggs, and livestock market- 
ing co-operatives, with farm supply, merchan- 
dising, accounting, credit, and co-operative 
management problems—these and others were 
topics discussed and reported in this volume. 

It is quite ciear from reading these papers 
that co-operatives are aware of developments in 
our economy facing them, that some have 
changed their operations to meet the changing 
times, but that many others have not kept pace 
and need to reorient their thinking and action. 

MARVIN A. SCHAARS 
University of Wisconsin 
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St. Louis Chapter of American Marketing Association. 22 pp. 
1956. 
THE VALUES AND USES OF DISTRIBUTION COST ANALYSIS 25 


A statement for executives prepared by the Distribution Cost 
Committee, American Marketing Association. 8 pp. 1957. 


THE CHANGING ROLE OF THE MARKETING FUNCTION 
Report of a study sponsored by the New York Chapter of 
American Marketing Association. Henry Bund and James W. 
Carroll. 59 pp. 1957- 

PLANNED MARKETING—MANAGEMENT’S RESPONSIBILITY 
Papers presented at the Management Seminar sponsored by the 
Toronto Chapter of American Marketing Assn. 36 pp. 1957- 

DISTRIBUTION COSTS: A KEY TO PROFITS 
Papers presented at the Fifth Annual Seminar on Sales Re- 
search sponsored by the Cincinnati Chapter of American Mar- 
keting Association. 27 pp. 1958. 


Order from 
AMERICAN MARKETING ASSOCIATION 
27 East Monroe Street Chicago 3, Illinois 


A New Textbook for Fall Classes 


INTERNATIONAL MARKETING 


By ROLAND L. KRAMER, PH.D. 
Wharton School of Finance and Commerce 
University of Pennsylvania 


Here is a new book that deals with the actual conduct of international market- 
ing in a practical way and does not emphasize economic theory nor political as- 
pects. The whole field of international marketing is treated in a unique export- 
import fashion. Both the export and the import implications and applications of 
international marketing organizations and methods are discussed at the same time. 

Dr. Kramer, the author of INTERNATIONAL MARKETING, is an expert in 
the field. He has been studying and writing on this subject extensively for many 
years. For twenty-five years he devoted a part of his time to the secretaryship of a 
foreign trade association. 

INTERNATIONAL MARKETING is adaptable to a one- or a two-term 
course. 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 
Cincinnati 27 New Rochelle, N. Y. Chicago 5 San Francisco 3 


+3 
| 
1.00 2.00 
1.00 2.00 
1.00 2.00 
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Vivid 
ADVERTISING: 


Modern Mass Communication in Marketing 


C. A. KIRKPATRICK, University of North Carolina 


written for liberal arts students, students of journalism, stu- 
° ° dents in schools of business administration 

Rea / 15t2C considers the role of advertising in the economy as well as 
in the operation of a single firm 
solidly based on lasting principles, but with attention to 
current techniques 
discusses the nature of advertising, its social and economic 
aspects, marketing research, seller identification methods, 
media, construction of advertisements, advertising pro- 
grams, management's view of advertising 
two hundred black and white illustrations, and a special 
8-page four-color insert which shows the importance of 
color in effective advertising 
an unusually helpful and complete Instructor’s Manual 


638 pages March, 1959 $7.25 


Houghton Mifflin Company 


Boston 7 New York 16 Atlanta 5 Dallas 1 Palo Alto 
Massachusetts New York Georgia Illinois Texas California 


Just published! An important contribution to the 
economic, marketing, fields— 


A GENERAL THEORY OF THE PRICE 
LEVEL, OUTPUT, INCOME DISTRIBUTION 
AND ECONOMIC GROWTH 


By Professor Sidney Weintraub, University of Pennsylvania 


One of the most significant forward steps in economics since Keynes, this volume 
will be of immediate concern to all involved with economic policies. It renders 
obsolete many economic theories and will lead to accurate predictions equiva- 
lent to the work in the physical sciences. It unifies several separate fields of macro- 
economics as an empirical science: Price Level Theory, Output Theory, Income 
Distribution Theory, Growth Theory. $3.50 


Recommended for reference and desk use: 
TRAFFIC DEPARTMENT ORGANIZATION $6.00 
USING PUBLIC WAREHOUSES $5.00 
By John H. Frederick, University of Maryland. 


Educational discount available 


CHILTON COMPANY—Book Division, Philadelphia 39, Pa. 
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“*A significant contribution to the literature of advertising.” 
—C. H. Sandage, University of Illinois, in “‘Journal of Marketing.” 


Advertising Media 


Creative Planning in Media Selection 


LYNDON O. BROWN, Dancer-Fitzgerald-Sample, Inc. 
RICHARD S. LESSLER, Grey Advertising Agency, Inc. 
WILLIAM M. WEILBACHER, Dancer-Fitzgerald-Sample, Inc. 


Outlining the creative processes that lead to 
optimum media strategy, this dynamic book 
clarifies the functions of the various media 
and points out their qualitative differences. 
It explains the cost-per-thousand concept 
and provides the most lucid analysis of audi- 
ence measurement and characteristics avail- 


able. Against the requirements of acivertising 
budgets, book summarizes each decision-mak- 
ing factor that must be weighed on an execu- 
tive level before final selection of media. “A 
‘must’ for the teacher and the serious student 
of advertising media.”—W. J. Thomas, Bay- 
lor University. 126 ills., tables; 395 pp. $7.50 


“Fills a definite need . . .”” John Crawford, Michigan State University 


Advertising Copy, 
Layout, and Typography 


HUGH G. WALES, University of Illinois 
DWIGHT L. GENTRY, University of Maryland 
MAX WALES, University of Oregon 


An integrated presentation of the principles 
of creative advertising designed for the com- 
bined course in copy and layout. Equally 
suitable for separate courses in these subjects, 
book shows how copy, layout, and typogra- 
hy must combine to achieve a single effect. 
phasis is placed on fundamentals; basic 


eg oy are demonstrated by illustrations 
rom the whole range of modern advertisin 

and the application of practical, simplifi 

techniques. “Exceedingly sound ... makes a 
real contribution in its field.”"—Warren Agee, 
Texas Christicn University. 166 ills., 4-color 
plates; 491 pp. $7.50 


The Story of Advertising 


JAMES PLAYSTED WOOD 


The only comprehensive history of advertis- 
ing in America and England from the 16th 
century to the present. Based on sound, schol- 
arly research, this book vividly brings to life 
the major figures of the advertising world. It 
offers a critical and impartial appraisal of ad- 
vertising’s accomplishments and short-com- 


ings, its contribution to man’s material bet- 
terment, its role as a primary expression of 
the democratic concepts of free enterprise 
and choice, etc. “The first good narrative ac- 
count of the development of American adver- 
tising.”—David M. Potter, Yale University. 
35 ills.; 522 pp. $6.50 


THE RONALD PRESS COMPANY 
15 East 26th Street, New York 10, New York 
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The IDEA actors 


Behind 
MARKET RESEARCH 
TABULATING 


PRELIMINARY 
PRACTICAL | 
PLANNING PROCEDURE 
ECONOMICAL PROCESSING 


STATISTICAL service on market research 
tabulating a long before a 
button is pushed. 


You get preliminary assistance in resolving 
our ideas. . . in translating sound thinking 
into well-planned questionnaires for the most 

practical and economical processing. 


There is always a best way to handle any 
assignment and STATISTICAL can help you apply 
it through long experience in methods 

and procedures. 

The same careful approach is used in processing 

data to assure highest quality in market information. 


Strict controls are maintained every step of the way 
from editing and coding to finished report. 

And this professional service is available to you 
days, nights, week-ends—any time you need it. 


Write for details today 


STATISTICAL | | otices: 


TABULATING CORPORATION 53 West Jackson Blvd. 


Established 1933 - Michael R. Notaro, President Chicago 4, Illinois 


TABULATING - CALCULATING + TYPING 


Phone: HArrison 7-4500 
TEMPORARY OFFICE PERSONNEL 


Chicago * NewYork St.Louis Newark Cleveland Los Angeles 
Kansas City Milwaukee San Francisco 


Reprints of your Favorite Articles from the 


JOURNAL OF MARKETING 


Vay be ordered now at $1.00 per copy 


From January, 1958, issue Why Not Promote the Marketing Research 
New Concept in) Gasoline Marketing, Manager?” Vance 


MecNallen Wholesale Marketing in Japan,” Dowd 


Sampling in Marketing Research,” Semon 


fpril, 10458, issue 
Cohen, Richmond, and Stock. 
‘Mass Merchandising and the Agricultural 


‘Problem esale Price Mi F 


Errors in Estimates of Retail Sales,” Ekheblad 


From July, 1958, issue and Alspaugh 
How to Study Foreign Markets,” Buell Multiple Packaging: A Merchandising lool 
The Importance of Convenience in) Con Dempsey 


sumer Purchasing,” Kelley 
Influence of Store Selection in’ Household 


Buying.” Van Svyckle and Brough 


Ihe Propaganda Function in) Marketing 
MoeGarry 


the Changing Farm Market,” Reed. 


From April, issue 


‘Consumer Convenience and the Retail struc 


ture of Cities, Cow 


he Ghost of Subliminal Advertising,” Klass 
Ihe True Role of the Marketing Execu 


Do Husbands or Wives Make the Purchas tive Houser 


ing Decisions?” Wolgast. 
Have We a Decline in Advertising \ppro 
‘Barter in Mexican Cotton,” Newcomer priations’” Myers 


Fvaluating Advertising Appeals through The Use of Marketing Data in Courts of 
Sales Results,” Merriman. Law.” Rarkedale 


Dress-Buving Behavior of Consumers,” Ja Why Genthesed Advestisien is Necemary: A 
cobi and Walters New Explanation,” Carrick 


From January, 1959, tssue lenant-Selection Policies of Regional Shop 

ae. "Sy 

Ihe Remembering and Forgetting of Ad ping \cnters — 
vertising,” Zielske Do's and Don't’s in Selling Abroad,” Nielsen 
‘The Need for Marketing Engineering, Factors Influencing the Demand for New 
Burger Automobiles,” Janosi 


Reprints ot all articles are 


available at the following prices (as long as the supply lasts 


Black-and-white self{-cover 


Single reprint $1.00 Four to gg, cach 40 
Iwo reprints 1:50 birst too 10.00 
Three reprints 1.80 Additional 1too's, each 20.00 


Special prices lor large quantities) 


Blue covers are usually available on orders of 100 or more when so specified by buyer—add 


to above prices. A quantity discount is also given of 5°, off total on orders of 1000 
or more 


Send vour order to: American Marketing Association, 27 East Monroe Street, Chicago 4 
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TEXTBOOK OF SALESMANSHIP, Sixth Edition 


By FREDERIC A. RUSSELL and FRANK H. BEACH, both of the University of Illinois. 
526 pages, $6.75. 


Improved and updated, the revision of this popular text takes into account 
changes occurring in marketing and selling, the contributions of psychologists 
in the application of their science to problems of selling, and the experience of 
those using previous editions. 


MODERN MARKETING: Dynamics and Management 
By HARRY W. HEPNER. 612 pages, $6.75. 


A descriptive orientation to the field which seeks to sharpen the student's 
awareness of the ways in which the principles of marketing function in new cir- 
cumstances. It develops an appreciation of the problems of management in re- 
gard to modern marketing by integrating student thinking into the larger 
framework of management's thinking, policies, and programs. Emphasis is on 
the dynamic forces that affect marketing practices—their basic trends and in- 
fluences. 


MARKETING RESEARCH 


By RICHARD D. CRISP, President, R. D. Crisp & Assoc., Chicago. McGraw-Hill 
Series in Advertising and Selling. 798 pages, $7.50. 


This thorough and authoritative text provides a general introductory cov- 
erage of the entire field of marketing research. After an orientation, it discusses 
the techniques of marketing research, the problem-solving process, the major 
elements in marketing research applications, and looks into its future. Numer- 
ous examples are based on actual practices of well-managed companies. Em- 
phasis has been placed on sales analysis. 


SALESMANSHIP: Practices and Problems 


By BERTRAND R. CANFIELD, Babson Institute of Business Administration. New 
Third Edition. 573 pages, $6.50. 


Completely rewritten and reorganized, this practical salesmanship text now 
emphasizes selling techniques—those of sales presentation, including locating 
buyers, planning sales presentations, securing sales interviews, opening sales 
interviews, conducting demonstrations, overcoming objections and closing 
sales. Entirely new sales interviews illustrate the principles in each chapter. 
Numerous charts, graphs and forms used by salesmen have been included, 
along with realistic portrayals of salesmen at work. 


Send for copies on approval 


McGraw-Hill COMPANY, INC. 


330 West 42nd Street New York 36, N. Y. 


y McGRAW-HILL 
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